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MILK  IN  MISSISSIPPI  MARKETING 
AREA 

Notice  of  Recommended  Decision  and 
Opportunity  To  File  Written  Excep¬ 
tions  on  Proposed  Marketing 
Agreement  and  Order  and  Amend¬ 
ment  to  Tentative  Marketing  Agree¬ 
ment  and  Order 

Pursuant  to  the  provisions  of  the  Ag¬ 
ricultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.), 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  notice  is  here¬ 
by  given  of  the  filing  with  the  Hearing 
Clerk  of  this  recommended  decision  with 
respect  to  proposed  amendments  to  the 
tentative  marketing  agreement  and  or¬ 
der  regulating  the  handling  of  milk  in 
the  Mississippi  Delta  marketing  area  and 
to  a  proposed  marketing  agreement  and 
order  regulating  the  handling  of  milk  in 
the  Southern  Mississippi  marketing 
area.  Interested  parties  may  file  written 
exceptions  to  this  decision  with  the 
Hearing  Clerk,  U.S.  Department  of  Ag¬ 
riculture,  Washington,  D.C.,  20250,  by 
the  15th  day  after  publication  of  this 
decision  in  the  Federal  Register.  The 
exceptions  should  be  filed  in  quadrupli¬ 
cate.  All  written  submissions  made  pur¬ 
suant  to  this  notice  will  be  made  avail¬ 
able  for  public  inspection  at  the  office  of 
the  Hearing  Clerk  during  regular  busi¬ 
ness  hours  (7  CFR  1.27(b)). 

Preliminary  statement.  The  hearing 
on  the  record  of  which  the  proposed  mar¬ 
keting  agreement  and  order,  as  herein¬ 
after  set  forth,  were  formulated,  was 
conducted  at  Jackson,  Miss.,  on  October 
26-31,  1964,  pursuant  to  notices  thereof 
which  were  issued  August  27,  1964  (29 
FJt.  12467)  and  October  7,  1964  (29  F.R. 
14029). 

The  area  hereunder  consideration  in¬ 
cludes  areas  previously  regulated  under 
Order  Nos.  103  and  107  for  the  Central 
Mississippi  and  Mississippi  Gulf  Coast 
marketing  areas,  respectively.  The  Act¬ 
ing  Secretary  on  August  27,  1964,  issued 
an  order  terminating  provisions  of  Order 
Nos.  103  and  107  except  §§  1103.103, 
1103.107  and  1107.92  and  1107.93.  This 
termination  followed  the  failure  of  more 
than  two-thirds  of  the  producers  par¬ 
ticipating  in  a  referendum  to  approve 
the  proposed  combination  of  the  Central 
Mississippi  and  Mississippi  Gulf  Coast 
orders  into  one  order  to  be  called  the 
Southern  Mississippi  order.  After  the 
Assistant  Secretary  on  August  4,  1964, 
issued  a  notice  of  intention  to  suspend 
or  terminate  these  orders,  two  of  the  co¬ 
operative  associations  representing  a 
substantial  proportion  of  the  producers 
on  these  markets  requested  a  hearing  on 
a  proposed  marketing  agreement  and 
order  for  a  new  Southern  Mississippi 
marketing  area  consisting  of  the  former 


Central  Mississippi  marketing  area,  Beat 
2  of  Lamar  County,  and  Keesler  Air  Force 
Base  in  Harrison  County,  Miss. 

At  the  time  of  issuance  of  the  notice 
of  hearing  on  August  27,  1964,  to  con¬ 
sider  this  proposed  area,  an  invitation 
was  also  extended  to  interested  parties  to 
submit  additional  proposals  to  be  con¬ 
sidered  at  the  hearing.  On  October  7, 
1964,  the  Associate  Administrator  issued 
a  supplemental  notice  of  hearing  which 
included  among  other  proposals  (1)  to 
combine  the  Mississippi  Delta  marketing 
area  with  the  proposed  Southern  Missis¬ 
sippi  marketing  area  under  one  order  and 
(2)  to  combine  the  proposed  Southern 
Mississippi  marketing  area  with  the  for¬ 
mer  Mississippi  Gulf  Coast  marketing 
area  under  one  order. 

The  material  issues  of  the  record  relate 
to: 

1.  Whether  the  handling  of  milk  pro¬ 
duced  for  sale  in  the  proposed  marketing 
area  is  in  the  current  of  interstate  com¬ 
merce  or  directly  burdens,  obstructs  or 
affects  interstate  commerce  in  milk  or 
its  products: 

2.  Whether  marketing  conditions  in 
the  areas  proposed  to  be  regulated  show 
the  need  for  the  issuance  of  a  milk  mar¬ 
keting  agreement  or  order  which  will 
tend  to  effectuate  the  declared  policy  of 
the  Act; 

3.  If  an  order  1s  issued,  what  its  pro¬ 
visions  should  be  with  respect  to: 

(a)  The  scope  of  regulation; 

(b)  The  classification  and  allocation 
of  milk; 

(c)  The  determination  and  level  of 
class  prices; 

(d)  Obligation  of  unregulated  plants 
with  route  distribution  in  the  marketing 
area; 

(e)  Distribution  of  proceeds  to  pro¬ 
ducers;  and 

(f)  Administrative  provisions;  and 

4.  If  the  Mississippi  Delta  marketing 
area  is  not  included  as  a  part  of  the  area 
of  the  order  hereunder  consideration 
what  revision  should  be  maderin  such 
Mississippi  Delta  order  with  respect  to: 

(a)  Regulation  of  distributing  plants 
operating  under  more  than  one  order; 

(b)  Diversion  of  producer  milk; 

(c)  Level  of  Class  I  price,  and 

(d)  Classification  and  accounting  for 
fortified  fluid  milk  products. 

Findings  and  conclusions.  The  fol¬ 
lowing  findings  and  conclusions  on  the 
material  issues  are  based  on  evidence 
presented  at  the  hearing  and  the  record 
thereof : 

1.  Character  of  commerce.  The  han¬ 
dling  of  milk  in  the  proposed  Mississippi 
marketing  area1  is  in  the  current  of 
interstate  commerce  or  directly  burdens, 
obstructs,  or  affects  interstate  commerce 
in  milk  and  milk  products.  Within  the 
Mississippi  area,  hereunder  considera¬ 
tion,  there  is  continuous  and  substantial 
interstate  commerce  in  the  procurement 
of  milk  from  producers  and  the  sale  of 
fluid  milk  and  its  products  to  consumers. 


1  All  of  the  area  under  the  Mississippi  Delta 
Order  No.  105,  plus  the  area  previously  under 
the  Central  Mississippi  Order  No.  103,  Beat  2 
of  Lamar  County  and  Keesler  Air  Force  Base 
in  Harrison  County,  Miss. 


Procurement  of  milk  for  sale  as  fluid 
milk  in  the  Mississippi  area  hereunder 
consideration  is  in  direct  competition 
with  procurement  of  milk  which  is  pro- 
duced  for  the  New  Orleans,  La.,  mar- 
ket.  Approximately  one-third  of  the 
milk  supply  for  the  New  Orleans  market 
is  produced  in  the  State  of  Mississippi 
in  an  area  largely  coextensive  with  the 
milkshed  for  this  market.  Whether  milk 
is  associated  with  the  New  Orleans  mar¬ 
ket  or  the  Mississippi  market  is  in  large 
measure  dependent  on  whether  a  pro- 
ducer  is  a  member  of  Mississippi  Milk 
Producers  Association  or  the  Gulf  Milk 
Association,  both  proponents  for  this 
order. 

While  Gulf  Milk  Association  members 
are  primarily  suppliers  of  the  New  Or- 
leans  market  the  association  does  operate 
a  bottling  plant  at  Picayune,  Miss.,  from 
which  milk  is  regularly  distributed  in  the 
Mississippi  Gulf  Coast  and  Central  Mis¬ 
sissippi  areas.  This  plant  also  has  fluid 
distribution  in  Louisiana.  The  associa¬ 
tion  also  operates  a  bottling  plant  at 
Kentwood,  La.,  which  is  used  primarily  to 
process  milk  for  military  contracts  in 
various  Southeastern  States.  The  milk 
supply  for  these  two  plants  is  largely  in¬ 
terchangeable  and  is  shifted  between  the 
plants  to  accommodate  their  changing 
requirements. 

Fluid  milk  products  are  also  regularly 
distributed  in  the  market,  in  direct  com¬ 
petition  with  local  handlers,  from  plant* 
in  Memphis,  Term.,  Tuscaloosa  and 
Prichard,  Ala.,  and  New  Orleans,  La 
One  handler  with  a  fluid  milk  plant  at 
Meridian,  Miss.,  which  would  be  regu¬ 
lated  by  the  proposed  order,  regularly  dis¬ 
tributes  fluid  milk  products  in  the  State 
of  Alabama.  Specialty  milk  products, 
such  as  sour  cream  and  sour  cream  dips, 
are  received  from  a  plant  in  Indiana 
through  a  broker  in  Wisconsin,  by  a 
number  of  local  handlers.  In  addition, 
to  meet  the  fluctuating  requirements  of 
the  market,  a  proponent  cooperative  as¬ 
sociation  imports  milk  from  plants  in 
Tennessee,  Iowa,  and  Wisconsin. 

Milk  in  excess  of  the  market’s  fluid 
needs  is  regularly  moved  to  manufactur¬ 
ing  plants  in  northeastern  Mississippi  or 
to  plants  of  Gulf  Milk  Association  at 
Brookhaven,  Miss.,  and  Franklinton,  La. 
These  plants  are  also  primary  outlets 
for  the  reserve  supply  of  the  New  Orleans 
market.  Milk  moved  to  manufacturing 
plants  is  disposed  of  primarily  in  cheese, 
butter,  nonfat  dry  milk,  cream,  and  con¬ 
densed  milk  which  compete  on  a  national 
market  with  similar  products  produced 
throughout  the  country.  Much  of  the 
milk  moved  to  the  Franklinton  plant  is 
separated  and  the  skim  milk  portion,  to¬ 
gether  with  some  cream,  is  regularly  sup¬ 
plied  to  an  adjacent  facility  operated  by 
a  proprietary  handler  where  it  is  proc¬ 
essed  into  cottage  cheese,  cheese  dips, 
and  similar  products  which  are  then 
widely  distributed  throughout  the  South¬ 
eastern  States. 

Local  handlers  regularly  compete  with 
out-of-State  dealers  in  bidding  to  sup¬ 
ply  Federal  installations  in  the  proposed 
marketing  area.  Generally  such  con¬ 
tracts  have  been  held  either  by  local  han¬ 
dlers  or  by  New  Orleans  handlers. 
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2  Need  for  an  order.  Marketing  con¬ 
ditions  in  the  Mississippi  marketing  area 
justify  the  issuance  of  a  marketing 
agreement  or  order  and  the  issuance  of 
such  order  will  tend  to  effectuate  the 
declared  policy  of  the  Act. 

All  of  the  area  here  under  considera¬ 
tion  either  is  now  regulated  (Mississippi 
Delta  marketing  area)  or  was  until  Sep¬ 
tember  1.  1964,  under  Federal  regulation 
(Central  Mississippi  and  Mississippi  Gulf 
Coast  marketing  areas)  except  Beat  2  of 
Lamar  County.  The  Central  Mississippi 
order  first  became  effective  November  1, 
1954,  and  the  Gulf  Coast  order  on  Jan¬ 
uary  1,  1959.  Throughout  the  period  of 
regulation  the  Central  Mississippi  order 
implemented  the  orderly  marketing  of 
milk  in  the  area  to  which  it  applied.  In 
nhe  Mississippi  Gulf  Coast  order  area, 
however,  market  stability  was  subjected 
to  extreme  pressures  from  factors  inside 
and  outside  the  marketing  area. 

In  this  respect  official  notice  was  taken 
at  the  hearing  herein  of  the  final  decision 
of  the  Under  Secretary  issued  May  15, 
1964  (29  F.R.  6540).  In  his  decision  the 
Under  Secretary  found  as  follows: 

The  Mississippi  Gulf  Coast  marketing 
area  lies  between  and  immediately  adjacent 
to  the  Central  Mississippi  marketing  area  and 
the  New  Orleans  marketing  area.  In  terms 
of  Class  I  sales  and  producer  receipts  the 
market  is  approximately  one-third  the  size 
of  the  Central  Mississippi  market  and  one- 
fifth  the  size  of  the  New  Orleans  mar¬ 
ket.  ••  • 

Approximately  20  percent  of  the  overall 
Class  I  sales  In  the  Gulf  Coast  market  are 
contract  sales  to  the  Keesler  Air  Force  Base. 
Because  of  the  importance  of  the  Keesler 
Reid  contracts  In  the  Gulf  Coast  market, 
separate  regulation  has  been  only  partlaUy 
effective  In  maintaining  market  stability 
throughout  much  of  the  period  of  regula¬ 
tion.  The  contracts  are  actively  sought  by 
eligible  handlers  In  the  three  regulated  mar¬ 
kets  and  on  numerous  occasions  have  been 
held  by  Central  Mississippi  and  New  Orleans 
regulated  handlers.  When  Gulf  Coast  han¬ 
dlers  are  not  the  successful  bidders,  a  signifi¬ 
cant  part  of  the  local  milk  supply  must  be 
disposed  of  for  other  than  fluid  uses. 

The  production  areas  of  the  three  reg¬ 
ulated  markets  are  largely  coextensive.  Most 
of  the  producers  on  the  Gulf  Coast  market 
have  been  members  of  the  Mississippi  Milk 
Producers  Association,  the  predominant  co¬ 
operative  association  In  the  Central  Missis¬ 
sippi  market,  or  the  Gulf  Milk  Association, 
Inc.,  the  predominant  cooperative  In  the 
New  Orleans  market.  Because  of  the  gen¬ 
eral  Intermingling  of  producers  of  the  three 
uiarkets  any  significant  difference  In  blended 
returns  as  between  these  markets  sets  up 
uneconomic  Incentives  for  shifting  deliveries 
from  one  market  to  another.  One  of  the 
principal  cooperatives  has.  from  time  to  time, 
for  the  purposes  of  equalizing  returns  be¬ 
tween  markets,  shifted  producers  either  in 
or  out  of  the  Gulf  Coast  market  In  response 
to  the  changing  demand  for  Class  I  milk, 
depending  on  whether  the  Keesler  Field  con¬ 
tract  was  held  by  local  handlers  or  by  outside 
handlers.  This  has  resulted  In  very  substan¬ 
tial  and  erratic  changes  In  the  number  of 
producers  and  In  producer  receipts  In  the 
Gulf  Coast  market.  For  example,  In  April 
there  were  595  producers,  in  July  1959, 
*27  producers  and  In  October  1959,  568  pro¬ 
ducers.  This  erratic  change  In  producer 
numbers  Is  typical  of  the  Intervening  period 
through  August  1962. 

The  marketing  situation  which  has  fol¬ 
lowed  from  these  supply-sales  changes  has 
required  a  number  of  amendment  and  bus- 


L 


pension  actions,  each  of  which,  while  ame¬ 
liorating  the  Immediate  situation,  has  been 
Ineffective  in  furthering  long  range  market 
stability. 

With  the  transition  to  farm  bulk  tanks 
and  increased  reserve  milk  supplies,  the  Mis¬ 
sissippi  Milk  Producers  Association,  In  an 
efTort  to  Implement  greater  marketing  effi¬ 
ciency,  assumed  responsibility  of  hauling  Its 
member  milk  with  a  view  to  tailoring  deliv¬ 
eries  directly  to  handlers  In  accordance  with 
their  fluid  requirements,  and  moving  the  re¬ 
serve  supplies  of  milk  directly  to  manufactur¬ 
ing  plants.  Satisfactory  negotiations  were 
not  completed  with  handlers,  however,  and 
as  a  result  the  bulk  of  the  association’s  mem¬ 
ber  milk  was  refused  by  handlers.  This  ac¬ 
tion  reduced  significantly  the  blended  returns 
to  all  producers.  The  Gulf  Milk  Association, 
In  an  effort  to  bring  about  a  blend  price  more 
competitive  with  the  Central  Mississippi  and 
New  Orleans  blend  prices,  removed  more  than 
150  of  Its  member  producers  from  the  market. 
However,  the  blend  price  In  the  Mississippi 
Gulf  Coast  market  which  historically  had 
been  approximately  20  cents  above  the  Cen¬ 
tral  Mississippi  blend,  was  at  the  time  of 
the  hearing  about  20  cents  below  the  Central 
Mississippi  blend. 

Nonmember  producers,  who  at  the  time  of 
the  hearing  had  virtually  an  exclusive  market 
with  local  proprietary  handlers,  proposed  and 
supported  an  individual-handler  pool  for  the 
Gulf  Coast  market.  It  was  their  position 
that  arbitrary  and  capricious  action  on  the 
part  of  the  cooperatives  was  the  primary 
cause  of  the  existing  market  Instability. 
They  further  contended  that  the  associations’ 
milk  was  not  needed  in  the  market  and  that 
Individual-handler  pooling  would  assure  es¬ 
sentially  a  Class  I  market  to  the  producers 
then  delivering  to  handlers’  regulated 
plants.  •  •  •. 

Because  of  the  small  size  of  the  Mississippi 
Gulf  Coast  market  In  relation  to  the  two' 
adjacent  Federal  order  markets  and  the 
erratic  changes  in  Class  I  sales  as  local  han¬ 
dlers  lose  or  gain  the  Keesler  Field  contract, 
the  sharing  of  the  regional  reserve  supply  In 
the  past  has  been  only  partially  accomplished 
and  then  only  by  somewhat  arbitrary  and 
often  belated  action  on  the  part  of  the  co¬ 
operative  associations. 

The  situation  in  the  Gulf  Coast  area 
was  further  complicated  by  the  fact  that 
a  large  Alabama  handler  who  did  not 
have  sufficient  sales  in  the  area  to  be 
regulated  when  the  order  was  promul¬ 
gated,  subsequently  bought  out  a  fully 
regulated  handler,  closed  the  local  plant, 
and  added  its  sales  to  his  Alabama  plant’s 
market  area  distribution  and  in  addition 
continued  sales  expansion  in  the  mar¬ 
keting  area.  Under  the  pooling  stand¬ 
ards  set  forth  in  the  order  the  handler 
operated  as  a  partially  regulated  han¬ 
dler  and  hence  did  not  pool  his  Class  I 
sales  along  with  other  fully  regulated 
handlers.  The  Under  Secretary  in  his 
decision  of  May  15,  1964,  concluded  that 
the  sales  of  the  Alabama  handler  in  the 
Gulf  Coast  area  were  of  such  importance 
that  it  was  essential  that  they  be  sub¬ 
jected  to  full  regulation.  He  further  con¬ 
cluded  that  combination  of  the  Gulf 
Coast  and  Central  Mississippi  orders  was 
necessary  because  separate  regulation  of 
the  Gulf  Coast  area  was  no  longer  prac¬ 
tical. 

No  doubt,  because  of  the  preferred  po¬ 
sition  which  nonmember  producers  (in¬ 
cluding  dairy  farmers  supplying  the 
Alabama  plant)  held  in  the  Gulf  Coast 
market  they  did  not  generally  support 
the  order  merger  with  the  Central  Mis¬ 
sissippi  order  and  in  the  referendum  held 


to  determine  producer  approval  or  dis¬ 
approval,  the  necessary  percentage  of 
approval  was  not  obtained.  Accordingly, 
the  Department  on  August  4,  1964  (29 
F.R.  11458) ,  issued  a  notice  of  intention 
to  terminate  the  Mississippi  Gulf  Coast 
and  Central  Mississippi  orders.  The  or¬ 
ders  were  terminated  effective  Septem¬ 
ber  1, 1964. 

With  the  termination  of  the  two  orders, 
two  handlers  previously  regulated  under 
the  Central  Mississippi  order  became 
fully  regulated  under  the  Mississippi 
Delta  order.  The  majority  of  handlers, 
previously  regulated,  attained  unreg¬ 
ulated  status. 

Almost  immediately  after  publication 
of  the  notice  of  intention  to  terminate 
the  two  orders  producer  associations 
representing  a  majority  of  the  producers 
in  the  Central  Mississippi  market  (in¬ 
cluding  Gulf  Milk  Association  which  has 
a  substantial  interest  in  the  Gulf  Coast 
market  by  virtue  of  its  direct  distribution 
there)  petitioned  for  reinstatement  of 
regulation  in  Central  Mississippi  and 
Keesler  Field  under  a  single  order.  Sub¬ 
sequently  the  Noxubee  Milk  Producers 
Association  which  has  membership  sup¬ 
plying  both  the  Delta  market  and  the 
former  Central  Mississippi  market  pro¬ 
posed  merger  of  the  present  Mississippi 
Delta  order  and  the  proposed  Southern 
Mississippi  order  into  a  single  order. 

Probably  because  the  Central  Missis¬ 
sippi  and  the  Mississippi  Gulf  Coast 
orders  have  been  terminated  only  since 
September  1,  1964,  the  usual  unstable 
market  conditions  which  prompt  re¬ 
quests  for  Federal  regulation  have  not 
been  evident  in  the  proposed  area. 
Possibly  also,  because  producers  prompt¬ 
ly  requested  re-establishment  of  regula¬ 
tion,  handlers  did  not  cut  off  their 
regular  producers  to  gain  short  range 
advantage  by  using  cheaper  outside 
sources  of  supply. 

The  State  of  Mississippi,  under  author¬ 
ity  of  the  Milk  Commission  Act,  as  ap¬ 
proved  May  11,  1960,  regulates  the 
marketing  of  milk  in  the  entire  State 
under  a  combination  of  six  State  orders. 
These  regulations  are  constructed  and 
administered  in  a  manner  substantially 
the  same  as  the  Federal  regulations  ef¬ 
fective  or  recently  effective  for  the  same 
areas.  Hence,  even  though  the  two  Fed¬ 
eral  regulations  have  terminated  in  the 
Gulf  Coast  and  Central  Mississippi  areas, 
handlers  are  nevertheless  required  under 
such  State  orders  to  account  and  pay  for 
their  producer  receipts  in  essentially 
the  same  manner  as  under  the  Federal 
regulations. 

Proponents  in  requesting  reinstate¬ 
ment  of  Federal  regulation  pointed  out 
that  in  their  opinion  the  State  did  not 
have  authority  to  regulate  interstate 
movements  of  milk  to  the  extent  neces¬ 
sary  to  insure  continuing  orderly 
marketing.  It  was  their  position  that  re¬ 
instatement  of  Federal  regulation  was 
essential  to  maintain  continuing  orderly 
marketing  by  insuring  equity  as  between 
handlers  in  the  cost  of  milk  and  to  restore 
producer  confidence  in  a  continuing 
market  for  all  of  their  milk  at  prices 
commensurate  with  the  standards  of  the 
Agricultural  Marketing  Agreement  Act, 
as  amended. 
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While  opponents  of  regulation  took  the 
position  that  the  State  of  Mississippi  was 
and  would  continue  to  be  as  effective  as 
the  Federal  order  in  maintaining  orderly 
marketing  and  furthering  producer 
interest,  it  is  clear  that  effective  regula¬ 
tion  of  milk  in  interstate  commerce  can 
only  be  accomplished  by  Federal  regula¬ 
tion.  Official  notice  is  taken  of  the  bids 
made  for  the  Keesler  Field  contract  for 
the  current  quarter  and  the  fact  that  a 
Florida  handler  was  the  successful 
bidder. 

While  it  cannot  be  concluded  with  fi¬ 
nality  what  prices  dairy  farmers  supply¬ 
ing  the  milk  to  the  Florida  handler  for 
this  contract  will  receive,  it  is  clear  that 
returns  will  be  substantially  below  the 
prices  producers  have  in  the  past  re¬ 
ceived  for  milk  similarly  disposed  of  to 
this  installation  and  also  well  below  the 
prices  established  by  the  Mississippi  Milk 
Commission  order  regulating  that  area. 
Hence,  the  position  of  proponents  that 
a  Federal  order  is  necessary  to  insure  a 
continuing  orderly  market  for  their  milk 
at  prices  commensurate  with  the  stand¬ 
ards  of  the  Act  is  persuasive. 

Without  Federal  regulation  any  han¬ 
dler  could  turn  to  out-of-State  plants  as 
a  source  of  milk  supply  and  buy  milk  on 
an  opportunity  basis,  possibly  at  distress 
prices.  Such  a  practice  would  neces¬ 
sarily  lead  other  handlers  to  the  same 
procurement  practice  in  order  to  main¬ 
tain  their  competitive  position.  This 
would  inevitably  result  in  unstable  mar¬ 
keting  conditions  with  damaging  eco¬ 
nomic  effects  on  local  Mississippi  pro¬ 
ducers. 

It  would  not  be  in  the  interest  of  han¬ 
dlers,  producers  or  the  consuming  public 
to  risk  the  undermining  of  the  local  mar¬ 
ket  before  considering  reinstatement  of 
regulation.  It  is  concluded  therefore 
that  a  Federal  order  is  needed  to  insure  a 
continuing  stable  market  and  returns  to 
producers  commensurate  with  the  stand¬ 
ards  of  the  Agricultural  Marketing 
Agreement  Act. 

In  the  year  immediately  preceding  ter¬ 
mination  of  the  Central  Mississippi  or¬ 
der,  regulation  of  two  plants  historically 
associated  with  the  Delta  market  changed 
back  and  forth  between  regulation  under 
the  Mississippi  Delta  and  Central  Mis¬ 
sissippi  orders  as  a  result  of  month -to- 
month  changes  in  the  proportion  of  Class 
I  sales  made  in  the  two  markets.  Be¬ 
cause  the  Delta  market  is  a  small  market 
such  changes  in  regulation  have  a  signifi¬ 
cant  effect  on  blended  returns  to  produc¬ 
ers  in  that  market.  With  termination  of 
the  Central  Mississippi  order,  two  han¬ 
dlers,  most  recently  regulated  under  that 
order  became  fully  regulated  under  the 
Delta  order.  However,  if  there  were  re¬ 
establishment  of  separate  regulation  in 
the  former  Central  Mississippi  area,  the 
continuing  shifting  of  regulation  of 
plants  might  be  expected  to  recur. 

Both  Mississippi  Milk  Producers  Asso¬ 
ciation  and  Noxubee  Milk  Producers  As¬ 
sociation  are  substantial  suppliers  of  milk 
to  handlers  in  the  Delta  marketing  area 
and  the  former  Central  Mississippi  order 
marketing  area.  To  better  insure  con¬ 
tinuing  market  stability  they  requested 
regulation  under  one  order  of  the  entire 
area  now  covered  by  the  Delta  order  and 
the  area  covered  by  the  former  Central 


Mississippi  order.  Their  position  was 
supported  by  Cooperative  Creamery  As¬ 
sociation,  also  a  substantial  supplier  of 
milk  to  Delta  handlers  and  in  addition  a 
fluid  milk  distributor.  Regulation  under 
a  single  order  was  thus  proposed  and 
supported  by  cooperative  associations 
representing  the  majority  of  producers 
in  both  the  Delta  area  and  in  the  former 
Central  Mississippi  order  area. 

Because  of  the  interrelation  of  the 
marketing  of  milk  in  the  Delta  marketing 
area  and  the  former  Central  Mississippi 
order  area,  both  with  reference  to  sup¬ 
ply  and  distribution,  regulation  should  be 
accomplished  through  a  single  order. 
This  will  permit  uniform  application  of 
regulation  to  all  handlers  operating  in  a 
common  market  and  procuring  milk  from 
a  common  supply  area.  Unless  this  is 
accomplished  it  is  likely  that  the  effec¬ 
tiveness  of  the  Delta  order  in  maintain¬ 
ing  orderly  marketing  may  in  a  short 
time  deteriorate  much  in  the  same  man¬ 
ner  as  happened  under  the  Gulf  Coast 
order. 

Such  a  single  Federal  order  will  con¬ 
tribute  to  orderly  marketing  conditions 
in  the  combined  area  by  providing: 

(1)  A  regular  and  dependable  pro¬ 
cedure  through  public  hearings  for  de¬ 
termining  prices  to  producers  at  levels 
contemplated  by  the  Agricultural  Mar¬ 
keting  Agreement  Act,  as  amended; 

(2)  The  establishment  of  uniform 
prices  to  handlers  for  milk  received  from 
producers  according  to  a  classified  price 
plan  based  upon  the  utilization  made  of 
the  milk; 

(3)  An  impartial  audit  of  handlers’ 
records  to  verify  the  payment  of  required 
prices; 

(4)  A  system  for  verifying  the  accu¬ 
racy  of  the  weight  and  butterfat  content 
of  milk  purchased; 

(5)  Uniform  returns  to  producers  sup¬ 
plying  a  common  market,  and  an  equi¬ 
table  sharing  among  all  producers  of  the 
lower  returns  for  the  sale  of  reserve  milk 
which  cannot  be  marketed  in  the  Class  I 
category;  and 

(6)  Marketwide  information  on  re¬ 
ceipts,  sales,  prices  and  other  data  relat¬ 
ing  to  milk  marketing  conditions  in  the 
area. 

3.  Order  provisions — (a)  Scope  of  reg¬ 
ulation — (1)  Marketing  area.  The  Mis¬ 
sissippi  marketing  area  should  include  all 
of  the  territory  presently  included  in  the 
Mississippi  Delta  marketing  area  and  the 
following  Mississippi  counties;  Adams, 
Claiborne,  Clarke,  Copiah,  Covington, 
Forrest,  Franklin,  Hinds,  Jasper,  Jeffer¬ 
son,  Jefferson  Davis,  Jones,  Lamar,  Lau¬ 
derdale,  Lawrence,  Lincoln,  Madison, 
Marion,  Neshoba,  Newton,  Perry,  Ran¬ 
kin,  Scott,  Simpson,  Smith,  Walthall, 
Warren,  and  Wayne,  all  waterfront  facil¬ 
ities  connected  therewith,  and  including 
all  territory  geographically  within  such 
counties  occupied  by  Government  (mu¬ 
nicipal,  State  or  Federal)  reservations, 
installations,  institutions,  or  other  sim¬ 
ilar  establishments  plus  all  territory 
within  Harrison  County,  Miss.,  occupied 
by  the  Keesler  Air  Force  Base,  a  military 
installation. 

Four  dairy  farmer  cooperative  asso¬ 
ciations  proposed  that  a  new  order  be 
issued  to  cover  a  marketing  area  which 


would  include  the  marketing  area  of  the 
Mississippi  Delta  order  and  28  Missis¬ 
sippi  counties  in  their  entirety  and  Kees¬ 
ler  Air  Force  Base,  located  in  Harrison 
County.  The  area  covered  by  this  pro¬ 
posal,  besides  the  present  Delta  market¬ 
ing  area,  would  include  the  area  previ¬ 
ously  covered  by  the  Central  Mississippi 
Federal  milk  order.  In  addition,  there 
would  be  included  Beat  2  of  Tjmiflr 
County  and  Keesler  Air  Force  Base  pre¬ 
viously  included  in  the  Mississippi  Gulf 
Coast  Federal  milk  order.  The  four  co¬ 
operative  associations  making  this  pro¬ 
posal  represent  a  substantial  majority  of 
producers  regularly  supplying  milk  to  the 
area  they  proposed. 

A  proposal  to  include  all  of  the  former 
Gulf  Coast  marketing  area  in  the  mar¬ 
keting  area  of  any  order  recommended 
as  a  result  of  this  proceeding,  made  by 
Gulf  Coast  Dairymen’s  Association,  12 
handlers  and  14  individuals,  was  included 
in  the  hearing  notice. 

From  the  previous  discussion  of  need 
for  an  order  it  is  clear  that  the  situation 
in  the  former  Gulf  Coast  order  area  was 
complicated  by  the  bidding  on  the  Kees¬ 
ler  Air  Force  Base,  the  shifting  of  sup¬ 
plies,  and  the  large  portion  of  route 
sales  made  by  a  handler  not  fully  regu¬ 
lated  under  the  order. 

The  transition  to  farm  bulk  tanks  and 
associated  changes  in  the  handling  of 
milk  wrought  much  conflict  among  pro¬ 
ducers  and  between  producers  and  han-. 
dlers  which  has  substantially  changed 
the  structure  of  that  market.  It  is  clearly 
evident  that  the  efforts  of  the  major  co¬ 
operatives,  then  the  primary  suppliers  of 
the  former  Gulf  Coast  order  market,  to 
maintain  a  desirable  alignment  of  pro¬ 
ducer  returns  as  between  that  market 
and  the'New  Orleans  and  former  Central 
Mississippi  markets  were  neither  under¬ 
stood  nor  appreciated  by  many  produc¬ 
ers.  In  addition,  the  unavoidable  long 
delay  in  a  decision  in  the  matter  of  an 
order  merger  and  adoption  of  more  ap¬ 
propriate  pooling  requirements  (which 
delay  was  directly  attributable  to  the  un¬ 
certainty  as  to  the  impact  of  the  Supreme 
Court’s  decision  in  the  Lehigh  case  on 
the  Federal  order  program)  permitted  a 
previously  partially  regulated  handler  to 
greatly  expand  his  sales  in  the  then 
Gulf  Coast  order  area  without  change 
of  status  under  the  order.  Dairy  farm¬ 
ers  supplying  such  handler  have  not  been 
identified  with  bona  fide  efforts  to  main¬ 
tain  or  re-establish  Federal  order  reg¬ 
ulation.  Further,  on  this  record  a 
spokesman  for  the  Gulf  Coast  Dairymen’s 
Association  indicated  he  would  dispense 
with  Federal  regulation.  Accordingly, 
it  must  be  concluded  that  the  majority  of 
dairy  farmers  now  serving  the  Gulf 
Coast  market  do  not  desire  Federal 
regulation. 

This  situation  could  render  difficult 
the  drafting  of  an  appropriate  regula¬ 
tion  except  for  the  fact  that  there  is 
only  a  very  nominal  overlap  of  route 
sales  between  handlers  serving  the  for¬ 
mer  Gulf  Coast  order  area  and  han¬ 
dlers  serving  other  territory  herein  pro¬ 
posed  to  be  included  in  the  marketing 
area.  Handlers  previously  regulated 
under  the  Gulf  Coast  order,  with  the 
single  exception  of  Gulf  Milk  Associa- 
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tlon,  have  no  significant  regular  route 
sales  in  the  area  herein  proposed  for 
regulation.  Handlers  who  would  be 
regulated  under  the  proposed  order 
(other  than  Gulf  Milk  Association)  with 
a  single  exception  have  no  significant 
sales  in  the  Gulf  Coast  area. 

That  handler  supported  inclusion  of 
the  entire  Gulf  Coast  area  in  the  mar¬ 
keting  area,  alleging  that  he  had  10  per¬ 
cent  of  the  total  route  sales  (excluding 
contract  sales)  in  the  Gulf  Coast  area. 
He  further  concurred  with  a  suggestion 
that  the  extent  of  his  sales  there  might 
approximate  477,000  pounds  monthly. 

Statistics  introduced  in  evidence  by 
the  market  administrator,  based  on  han¬ 
dler  reports  filed  under  the  Gulf  Coast 
order,  show  that  total  Class  I  sales  in 
the  Gulf  Coast  market  in  1963  (includ¬ 
ing  contract  sales)  averaged  5,770,470 
pounds  monthly.  While  the  precise 
volumes  of  contract  sales  to  Keesler  Field 
are  not  known,  the  hearing  record  estab¬ 
lishes  that  such  sales  average  slightly  in 
excess  of  1,000,000  pounds  monthly.  On 
that  basis  other  Class  I  sales  in  the  area 
previously  covered  by  the  Gulf  Coast 
order  could  not  exceed  4,770,470  pounds 
monthly. 

The  market  administrator’s  statistics 
also  establish  that  route  sales  (not  con¬ 
tract  sales)  by  Central  Mississippi  han¬ 
dlers  into  the  Gulf  Coast  order  area  in 
1963  averaged  only  127,407  pounds 
monthly.  Hence  if  all  of  such  sales  are 
attributed  to  the  proponent  handler  he 
would  have  had  less  than  3  percent  of  the 
regular  route  sales  (contract  sales  ex¬ 
cluded)  in  that  area.  It  is  concluded 
therefore  that  this  handler’s  regular 
route  sales  in  the  area  previously  covered 
by  the  Gulf  Coast  order  are  less  than  3 
percent  of  the  total  of  such  sales  in  that 
area  and  constitute  substantially  less 
than  10  percent  of  his  total  business. 
This  nominal  intermarket  relationship 
does  not  justify  extension  of  regulation 
to  include  the  former  Gulf  Coast  area 
outside  Keesler  Air  Force  Base. 

Thus,  it  is  a  practical  consideration 
that  a  marketing  area  not  including  the 
former  Gulf  Coast  area  outside  Keesler 
Air  Force  Base  would  include  very  nearly 
all  the  sales  area  of  handlers  to  be 
regulated.  The  small  additional  cover¬ 
age  to  be  gained  by  including  the  entire 
Gulf  Coast  is  outweighted  by  other  con¬ 
siderations.  It  is  apparent,  in  the  first 
place,  that  the  proposed  area  including 
the  Delta  area,  Keesler  Air  Force  Base 
and  the  former  Central  Mississippi  or¬ 
der  area  can  be  dealt  with  separately 
from  the  Gulf  Coast  area.  While  the 
inclusion  of  the  entire  Gulf  Coast  in  the 
Proposed  marketing  area  would  almost 
completely  encompass  the  entire  sales 
area  of  handlers  which  would  be  brought 
under  regulation  in  the  Central  Missis¬ 
sippi  and  Delta  areas,  it  would  bring 
under  regulation  also  the  Alabama  based 
handler  previously  described.  This  han¬ 
dler  has  approximately  20  percent  of  the 
regular  route  sales  in  that  area  and  the 
larger  portion  of  his  sales  are  in  an  area 
not  considered  here  for  regulation. 

The  Gulf  Coast  Dairymen’s  Association 
insisted  that,  if  any  Federal  regulation 
were  necessary  consideration  of  regula¬ 
tion  be  only  on  the  basis  of  Including 


the  Gulf  Coast  area.  It  is  clear,  how¬ 
ever,  that  their  proposal  was  not  made 
in  the  interest  of  securing  the  benefits 
of  regulation.  In  fact,  the  spokesman 
for  that  organization  indicated  that  his 
motive  was  the  opportunity  to  vote 
against  any  regulation  which  might  be 
recommended  as  a  result  of  the  hearing. 
Clearly,  the  association  evidenced  no 
substantial  bona  fide  interest  in  milk 
marketing  in  Mississippi  other  than  in 
the  Gulf  Coast.  Further,  there  are  no 
significant  sales  into  the  former  Central 
Mississippi  area  by  former  Gulf  Coast 
order  handlers  excepting  those  of  the 
Picayune  distributing  plant.  This  plant 
is  operated  by  one  of  the  cooperative 
associations  supporting  the  Mississippi 
marketing  area.  In  the  light  of  these 
considerations  the  possible  application  of 
regulation  in  the  Gulf  Coast  area  outside 
Keesler  Air  Force  Base  is  a  separate  con¬ 
sideration  but  not  supported  in  this  rec¬ 
ord  adequately  to  justify  such  appli¬ 
cation. 

Keesler  Field  presents  a  special  prob¬ 
lem  in  that  its  importance  as  an  outlet 
for  the  milk  of  Mississippi  producers  and 
hence  the  general  economic  welfare  of 
the  State  cannot  be  overlooked.  Keesler 
Field  contract  sales  are  an  amount  equiv¬ 
alent  to  approximately  20  percept  of  the 
total  Class  I  sales  in  the  entire  Gulf 
Coast  area  and  as  previously  indicated 
exceed  1,000,000  pounds  monthly.  Bids 
for  the  Keesler  Field  business  are  in 
three  parts,  i.e.,  the  messhall  (troop 
issue) ,  the  commissary  and  the  post  ex¬ 
change.  The  messhall  and  commissary 
business  are  reserved  for  small  business 
and  Gulf  Milk  Association  was  the  only 
handler  under  the  former  Gulf  Coast  or¬ 
der  qualified  to  bid  on  those  contracts. 
Throughout  the  period  of  regulation 
these  contracts  were  held  by  that  associ¬ 
ation,  a  Central  Mississippi  handler  or  a 
New  Orleans  handler.  As  previously  in¬ 
dicated  •there  has  been  a  considerable 
shifting  of  producers  among  these  mar¬ 
kets  to  meet  the  supply  requirement  of 
the  successful  bidder. 

Unless  the  installation  is  included  in 
the  marketing  area  regulated  handlers 
will  be  at  a  competitive  disadvantage  in 
bidding  on  the  contracts.  While  Gulf 
Milk  Association  by  virtue  of  its  several 
plants  and  flexibility  in  adjusting  sup¬ 
plies  among  its  plants  could  and  un¬ 
doubtedly  would  be  able  to  obtain  the 
contract  if  it  so  desired,  the  removal  of 
milk  from  regulated  status  and  the  lower 
returns  realized  on  such  milk  would  have 
a  significant  effect  on  returns  to  all  pro¬ 
ducers  in  Mississippi  and/or  the  New 
Orleans  regulated  markets.  This  could 
require  an  upward  adjustment  in  the 
Class  I  price  in  the  regulated  markets 
to  insure  a  continuing  adequate  supply 
of  milk  for  those  markets.  It  would  not 
be  appropriate  to  require  local  consumers 
to  subsidize  the  sales  to  the  military 
installation  and  accordingly  to  insure  an 
orderly  and  stable  market  and  equity 
among  producers  the  Keesler  Field 
installation  must  be  included  in  the 
marketing  area. 

The  pool  plant  standards  hereinafter 
recommended  will  permit  qualified  han¬ 
dlers  in  the  Gulf  Coast  market  to  bid 
in  the  Post  Exchange  contract  at  Keesler 


Field  without  coming  within  the  orbit 
of  regulation.  The  Post  Exchange  con¬ 
tract  is  much  smaller  than  the  other  two 
contracts  and  accordingly  is  not  as 
widely  sought.  It  is  concluded,  there¬ 
fore,  that  regulated  handlers  will  not  be 
disadvantaged  in  bidding  on  this  contract 
in  competition  with  local  handlers  in  the 
Gulf  Coast  market.  Under  this  arrange¬ 
ment  the  regulation  will  have  no  sub¬ 
stantial  adverse  impact  on  local  Gulf 
Coast  handlers  or  the  dairy  farmers  from 
whom  they  receive  milk.  At  the  same 
time,  the  pooling  standards  will  deter, 
in  this  marketing  area,  a  recurrence  of 
the  situation  which  occurred  under  the 
former  Gulf  Coast  order  when  a  partially 
regulated  handler  increased  his  business 
to  encompass  20  percent  of  the  route 
sales  without  changing  his  status  under 
the  order. 

There  is  a  substantial  inter-relation 
between  the  handling  of  milk  in  the  Mis¬ 
sissippi  Delta  marketing  area  and  other 
parts  of  the  proposed  area,  previously 
regulated  under  the  Central  Mississippi 
order.  During  1963,  for  instance,  Order 
No.  105  handlers  disposed  of  about  23 
percent  of  their  Class  I  disposition  in  the 
Central  Mississippi  marketing  area. 

During  1963  and  early  1964  two  han¬ 
dlers  shifted  regulation  several  times  be¬ 
tween  the  Mississippi  Delta  and  Central 
Mississippi  orders  as  the  proportion  of 
their  sales  in  the  respective  markets 
shifted.  However,  they  maintained 
status  as  regulated  handlers  under  the 
Central  Mississippi  order  during  most 
months  of  1964  prior  to  the  termination 
of  the  Central  Mississippi  order.  Upon 
termination  of  the  Central  Mississippi 
order  these  plants  have  again  become 
regulated  under  the  Mississippi  Delta 
order. 

Substantial  Class  I  sales  are  made  by 
Central  Mississippi  handlers  into  the 
Mississippi  Delta  marketing  area.  Dur¬ 
ing  1963  more  than  17  percent  of  the 
Class  I  milk  disposition  in  the  Order  No. 
105  marketing  area  was  by  handlers  reg¬ 
ulated  under  the  Central  Mississippi  or¬ 
der.  The  quantity  of  milk  represented 
by  such  disposition  averaged  about  1.2 
million  pounds  per  month  representing 
about  9y2  percent  of  the  Class  I  disposi¬ 
tion  of  Central  Mississippi  order  han¬ 
dlers. 

In  large  measure  the  Delta  and  the 
former  Central  Mississippi  market  areas 
draw  from  a  common  supply  area  and 
three  of  the  proponent  cooperatives  for  a 
single  order  are  substantial  suppliers  of 
milk  to  handlers  in  both  areas.  If  a 
separate  regulation  were  re-established 
in  the  Central  Mississippi  area  it  is  ap¬ 
parent  that  at  least  two  present  Delta 
handlers  would  shift  to  regulation  under 
the  new  order.  This  would  very  sub¬ 
stantially  reduce  the  volume  of  milk 
pooled  under  the  Delta  order  and  could 
result  in  a  substantial  reduction  in  re¬ 
turns  to  producers  in  that  market. 

Because  of  the  inter-relationship  of 
both  supplies  and  sales  between  the  two 
areas,  orderly  marketing  can  be  assured 
only  by  a  single  regulation.  As  later  dis¬ 
cussed,  this  can  be  accomplished  with  no 
material  effect  on  handler  costs  for  milk 
through  the  application  of  appropriate 
location  differentials  which  retain  es- 
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sentially  the  identical  pricing  at  each 
plant  location  which  is  presently  effected 
under  the  Delta  order. 

Beat  2  of  Lamar  County  is  a  small  area 
surrounded  by  the  former  Central  Mis¬ 
sissippi  marketing  area  served  exclu¬ 
sively  by  handlers  who  would  be  regu¬ 
lated  by  the  proposed  order.  Its  inclu¬ 
sion  could  have  no  adverse  effect  on  any 
handler  and  will  simplify  the  reporting 
and  record  keeping  required  of  regulated 
handlers. 

The  issuance  of  a  single  order  to  regu¬ 
late  the  handling  of  milk  in  the  present 
Delta  marketing  area,  the  former  Cen¬ 
tral  Mississippi  marketing  area,  Beat  two 
of  Lamar  County  and  Keesler  Air  Force 
Base  is  necessary  to  promote  efficient 
orderly  marketing  of  milk  for  such  areas. 
It  will  facilitate  the  movement  of  milk 
supplies  to  meet  the  varying  needs  of 
handlers  regardless  of  their  location  in 
the  entire  regulated  area.  It  will  avoid 
the  confusion  and  concern  generated 
among  producers  by  shifting  from  one 
regulation  to  another.  It  will  make  more 
efficient  the  application  of  the  order  reg¬ 
ulation  by  reducing  the  accounting  prob¬ 
lems  which  would  exist  on  intermarket 
movements  if  two  orders  were  issued. 
The  entire  territory  will  comprise  a  prac¬ 
ticable  marketing  area.  It  is  an  area 
within  which  nearly  all  of  the  fluid  sales 
are  made  by  handlers  who  would  be  regu¬ 
lated  under  the  proposed  marketing 
order.  Further,  the  handlers  who  would 
be  regulated  by  virtue  of  their  sales 
within  the  marketing  area,  except  for 
Gulf  Milk  Association  and  one  other 
handler  previously  described  have  essen¬ 
tially  all  of  their  Class  I  disposition  in  the 
proposed  area.  Health  regulations  in 
the  proposed  marketing  area  are  uni¬ 
form.  They  are  patterned  after  the 
standards  code  of  the  U3.  Public  Health 
Service  and  administered  by  county 
health  departments  under  State  super¬ 
vision. 

(2)  Milk  to  be  priced  and  pooled.  The 
minimum  class  prices  under  the  order 
are  intended  to  apply  to  that  milk  which 
is  produced  in  compliance  with  the  Grade 
A  inspection  requirements  of  a  duly  con¬ 
stituted  health  authority  and  which  is 
regularly  received  at  plants  primarily 
engaged  in  the  fluid  milk  business  with 
significant  disposition  in  the  marketing 
area.  Such  plants  should  be  those  which 
process  milk  and  have  a  substantial  dis¬ 
tribution  on  retail  or  wholesale  routes 
in  the  marketing  area  or  plants  which 
are  regular  and  substantial  suppliers  of 
milk  to  such  distributing  plants. 

This  milk  may  be  identified  by  appro¬ 
priate  definition  of  the  terms  “route  dis¬ 
position,”  “plant,”  “distributing  plant,” 
“supply  plant,”  “pool  plant,”  “nonpool 
plant,”  “handler,”  “producer,”  “pro¬ 
ducer-handler,”  “producer  milk,”  “other 
source  milk,”  and  “fluid  milk  product.” 

In  order  for  marketwide  pooling,  as 
hereinafter  recommended,  to  achieve  its 
stabilizing  influence  to  the  fullest  extent, 
the  returns  from  the  sale  of  milk  should 
be  shared  by  those  dairy  farmers  who 
constitute  the  regular  supply  of  milk  for 
the  market.  It  is  essential,  therefore, 
to  provide  specific  standards  of  perform¬ 
ance  which  may  be  used  to  determine 
which  plants  and  what  milk  constitute 


the  regular  sources  of  supply  and  there¬ 
fore  should  be  fully  subject  to  regulation. 
Such  plant  standards  are  set  forth  in  the 
order  and  apply  uniformly  to  all  plants 
wherever  located.  Any  plant,  regard¬ 
less  of  location,  may  be  brought  under 
regulation  by  performing  in  the  manner 
prescribed.  Any  plant  may  be  relieved 
from  regulation  by  no  longer  operating 
in  a  way  that  brings  it  within  the  scope 
of  the  order.  Thus,  whether  a  plant  will 
be  fully  or  partially  regulated,  is  deter¬ 
mined  by  the  decision  of  the  plant  opera¬ 
tor. 

Plant.  A  plant  definition  is  needed  to 
assist  in  defining  what  operations  are  to 
be  subject  to  regulation  and  to  simplify 
the  drafting  of  the  other  order  provi¬ 
sions.  Under  the  “plant”  definition 
herein  provided  all  of  the  operations 
conducted  on  the  premises  of  an  estab¬ 
lishment  operated  as  a  single  unit  for 
the  purpose  of  receiving  milk  for  assem¬ 
bly  and  transfer,  or  for  processing  and 
packaging  milk  and  milk  products  are 
operations  of  a  plant.  A  facility  or  es¬ 
tablishment  functioning  only  as  a  trans¬ 
fer  point  for  transferring  milk  from  one 
tank  truck  to  another  tank  truck,  or  as 
a  distribution  depot  for  storage  of  pack¬ 
aged  fluid  milk  products  in  transit  for 
route  dispositions  should  not  be  con¬ 
sidered  to  constitute  a  plant.  Plants  at 
which  fluid  milk  products  are  processed 
and  packaged  and  from  which  Grade  A 
fluid  milk  products  are  disposed  of  on 
routes  in  the  marketing  area  are  termed 
“distributing  plants”.  Plants  which  sup¬ 
ply  milk  to  distributing  plants  are 
termed  “supply  plants”. 

Route  disposition.  To  assist  in  the 
identification  of  those  plants  which  are 
to  be  subject  to  full  regulation  a  “route 
disposition”  definition  is  provided. 
Route  disposition  is  defined  as  any  de¬ 
livery  of  a  fluid  milk  product  from  a 
plant  to  wholesale  or  retail  outlets  other 
than  a  delivery  to  another  plant.  Dis¬ 
position  by  a  vendor,  from  a  plant  store 
or  through  a  vending  machine,  is  treated 
as  a  route  disposition  of  the  plant  from 
which  such  disposition  occurs. 

Pool  plant.  To  qualify  for  pooling,  a 
“distributing  plant”  should  be  required 
to  have  a  total  route  distribution,  both 
inside  and  outside  the  marketing  area 
during  the  month,  of  an  amount  equal  to 
50  percent  or  more  of  its  Grade  A  receipts 
from  dairy  farmers,  including  farm  bulk 
tank  milk  received  for  which  a  coopera¬ 
tive  is  the  responsible  handler.  In  addi¬ 
tion  such  a  plant  should  be  required  to 
dispose  of  as  Class  I  route  disposition  in 
the  marketing  area  during  the  month, 
either  a  minimum  of  20  percent  of  its 
total  Class  I  route  disposition  or  an 
average  of  not  less  than  7,000  pounds 
per  day.  A  plant  meeting  either  of  these 
standards  Is  sufficiently  Identified  with 
the  regular  market  supply  such  that  it 
should  participate  in  the  marketwide 
pool. 

Pool  plant  standards  are  needed  to 
differentiate  between  those  plants  sub¬ 
stantially  identified  with  the  market  as 
part  of  the  regular  supply  and  other 
plants.  This  is  necessary  in  the  interest 
of  achieving  the  primary  purpose  of  the 
order  to  assure  an  adequate  supply  of 
milk  for  the  market.  Under  the  market 


pooling  process,  the  returns  for  all  milk 
pooled  is  distributed  among  all  producers 
delivering  to  plants  which  meet  the  min- 
imum  requirements  for  pooling.  Thus, 
unless  these  minimum  requirements  are 
related  to  the  functioning  of  these  plants 
as  substantial  suppliers  (providing  sub¬ 
stantial  supply  for  the  market),  the 
returns  for  Class  I  disposition  in  the 
market  would  be  dissipated  among  dairy 
farmers  who  do  not  constitute  part  of 
the  regular  supply  for  the  market. 

The  Mississippi  Delta  Order  No.  105 
presently  provides  that  a  distributing 
plant  shall  be  pooled  in  any  month  in 
which  such  plant’s  Class  I  route  dispo¬ 
sition  in  the  marketing  area  is  20  percent 
or  more  of  its  receipts  from  dairy  farm¬ 
ers  and  supply  plants,  if  such  plant’s 
total  route  disposition  equals  or  exceeds 
50  percent  of  such  receipts.  The  former 
Central  Mississippi  Order  No.  103  pro¬ 
vided  full  regulation  for  a  plant  with 
Class  I  route  disposition  equal  to  at  least 
50  percent  of  its  producer  receipts  and 
receipts  from  pool  plants  if  20  percent 
of  the  Class  I  milk  was  disposed  of  as 
Class  I  route  dispositions  in  the  market¬ 
ing  area. 

It  is  desirable  that  qualification  of  a 
pool  distributing  plant  be  determined  on 
the  basis  of  disposal  of  at  least  half  of 
its  receipts  from  producers  as  Class  I 
milk  whether  inside  or  outside  the  mar¬ 
keting  area.  It  is  not  necessary  that 
receipts  from  supply  plants  be  included 
in  the  determination  of  the  qualification 
of  distributing  plants.  Producer  “status” 
for  the  dairy  farmers  shipping  to  the 
distributing  plant  would  then  be  de¬ 
pendent  upon  the  volume  of  shipments 
from  the  supply  plants.  A  distributing 
plant  should  qualify  as  a  pool  plant  on 
the  basis  of  Class  I  disposition  in  rela¬ 
tion  to  receipts  from  its  producers.  Any 
plant  from  which  less  than  50  percent 
of  receipts  from  dairy  farmers  is  dis¬ 
posed  of  as  Class  I  milk  should  not  be 
considered  to  be  primarily  engaged  in 
the  fluid  milk  business. 

There  should  be  a  dual  basis  for  de¬ 
termining  a  distributing  plant’s  associa¬ 
tion  with  the  market  sufficient  to  require 
pooling.  One  basis  would  be  in  terms 
of  the  average  quantity  per  day  distrib¬ 
uted  in  the  marketing  area,  and  the  al¬ 
ternative  basis  should  be  the  percentage 
of  the  plant’s  Class  I  route  disposition 
made  in  the  marketing  area.  Both  stand¬ 
ards  are  needed  to  assure  that  the  order 
will  fully  regulate  all  those  plants  neces¬ 
sary  to  assure  orderly  marketing  con¬ 
ditions. 

A  distributing  plant  which  disposes  of 
as  route  distribution  within  the  market¬ 
ing  area  a  volume  of  Class  I  milk  equal 
to  7,000  pounds  per  day  is  an  important 
competitive  factor  in  the  market  and 
should  be  subject  to  full  regulation.  Such 
a  volume  would  approximate  one  percent 
of  the  estimated  volume  of  Class  I  dis¬ 
position  of  all  handlers  who  would  be 
fully  regulated  by  the  order.  If  this 
amount  is  disposed  in  the  marketing  area 
by  a  single  plant,  it  would  be  an  impor¬ 
tant  competitive  factor  affecting  other 
regulated  handlers  and  producers  on  the 
market.  Experience  under  the  former 
Mississippi  Gulf  Coast  order  has  clearly 
demonstrated  the  advantage  that  a  large 
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handler  can  have  under  standards  based 
only  on  the  percentage  of  a  plant’s  re¬ 
ceipts  sold  as  Class  I  in  the  marketing 
area.  On  this  basis  he  was  able  to  expand 
sales  in  the  market  while  continuing  to 
operate  under  only  partial  regulation.  A 
percentage  basis  as  used  in  the  Delta 
order  would  be  subject  to  the  same  diffi¬ 
culty. 

It  is  necessary  that  all  handlers  quali¬ 
fied  by  having  50  percent  of  dairy  farmer 
receipts  used  in  Class  I  and  with  sub¬ 
stantial  distribution  in  the  marketing 
area  be  required  to  equalize  their  utili¬ 
zation  with  the  marketwide  pooling  ar¬ 
rangement  if  the  order  is  to  be  effective 
in  furthering  the  intent  of  the  Act.  The 
7,000-pound  alternative  pooling  stand¬ 
ard  will  tend  to  implement  this  conclu¬ 
sion.  At  the  same  time  it  will  provide 
sufficient  flexibility  to  the  regulation  that 
qualified  dealers  in  the  former  Gulf  Coast 
market  will  not  be  subjected  to  full  reg¬ 
ulation  in  the  event  they  should  be  suc¬ 
cessful  in  securing  the  Post  Exchange 
contract  at  Keesler  Field. 

Under  normal  circumstances,  most 
plants  associated  with  this  market  would 
qualify  for  full  regulation  on  the  basis 
of  disposition  of  the  average  of  7,000 
pounds  per  day  of  Class  I  milk  in  the 
marketing  area.  On  the  other  hand,  use 
of  the  20  percent  standard  based  on  the 
volume  of  Class  I  milk  distributed  by  the 
plant  will  assure  full  regulation  of  a 
small-volume  plant  with  a  substantial 
part  of  its  Class  I  business  in  the  regu¬ 
lated  market.  Disposal  of  20  percent 
of  the  plant’s  route  disposition  in  the 
marketing  area  is  sufficient  to  establish 
the  plant  as  essentially  associated  with 
the  market  and  appropriately  subject  to 
full  regulation.  Plants  with  a  lesser 
percentage  of  disposition  in  the  market¬ 
ing  area,  and  less  than  the  quantity 
standard  herein  specified,  would  be  sub¬ 
ject  to  partial  regulation. 

At  times  a  plant  qualifying  as  a  fully 
regulated  distributing  plant  under  this 
order  may  similarly  qualify  under  an¬ 
other  order.  To  minimize  unintended 
shifts  in  plant  regulation,  the  order 
should  permit  a  distributing  plant  with  a 
greater  proportion  of  its  Class  I  disposi¬ 
tion  in  another  market,  but  which  was 
pooled  under  this  order  in  the  most  re¬ 
cent  months,  to  retain  pool  status  under 
this  order  until  the  third  consecutive 
month  in  which  greater  disposition  is 
made  in  the  other  marketing  area,  if  the 
provisions  of  the  other  order  do  not 
make  pooling  mandatory  under  that 
order. 

Both  proponent  cooperatives  and  a 
Delta  regulated  handler  proposed  the 
provision  herein  provided  for  plants 
meeting  the  requirements  of  more  than 
one  order.  Although  the  handler  testi¬ 
fied  that  the  problem  would  be  sub¬ 
stantially  reduced  with  the  consolida¬ 
tion  of  the  proposed  areas,  he  recognized 
the  merit  in  providing  in  the  order  for 
this  shifting  of  plants  between  orders. 

A  distributing  plant  meeting  the  pool¬ 
ing  requirements  of  more  than  one  order 
should  normally  be  regulated  under  the 
order  covering  the  area  in  which  it  has 
the  greatest  proportion  of  its  distribu¬ 
tion.  However,  recognition  should  be 
given  to  the  confusion  that  could  result 


if  a  plant,  with  almost  equal  utilization 
in  this  and  another  Federal  order  mar¬ 
ket  were  to  shift  back  and  forth  from 
one  pool  to  the  other  with  minor  changes 
in  its  distribution  pattern.  A  handler 
operating  a  pool  distributing  plant  which 
has  been  subject  to  regulation  under  this 
order  and  continues  to  meet  the  pool 
standards  provided  herein,  should  not 
become  subject  to  another  order  until  it 
has  disposed  of  more  milk  as  route  dis¬ 
position  in  such  other  marketing  area 
than  in  the  Mississippi  marketing  area 
for  three  consecutive  months.  This  will 
afford  the  handler  reasonable  notice  that 
regulation  of  his  plant  is  shifting  from 
one  order  to  another,  and  will  afford  him 
the  opportunity  to  make  adjustments  in 
his  business  if  he  desires  to  do  so.  Pro¬ 
vision  also  should  be  made  for  exempting 
a  plant  from  regulation  under  this  order 
until  the  third  month  in  which  it  dis¬ 
poses  of  a  greater  portion  of  milk  in  the 
Mississippi  marketing  area  than  in  the 
area  of  the  order  to  which  it  has  been 
subject,  if  such  other  order  contains  a 
provision  similar  to  the  one  provided 
herein. 

“Supply  plants”  are  the  other  cate¬ 
gory  of  plants  for  which  standards  for 
pooling  must  be  provided.  There  are 
plants  which  supply  bulk  milk  on  a  reg¬ 
ular  or  supplemental  basis  to  distributing 
plants  in  this  marketing  area.  One 
plant  at  State  College,  Miss.,  has  regu¬ 
larly  supplied  milk  to  distributing  plants 
in  the  Delta  portion  of  the  marketing 
area.  Mississippi  Milk  Producers  Asso¬ 
ciation  operates  a  supply  plant  at  Jack- 
son,  Miss.,  which  under  the  former  Cen¬ 
tral  Mississippi  order  received  milk  from 
daily  farmers  for  collection  and  shipment 
to  distributing  plants  and  other  outlets. 

A  supply  plant  would  be  a  pool  plant 
from  which  50  percent  or  more  of  the 
receipts  of  Grade  A  milk  from  dairy 
farmers  is  regularly  delivered  to  dis¬ 
tributing  plants  each  of  which  disposes 
of,  as  Class  I  milk,  a  volume  not  less 
than  50  percent  of  its  receipts  of  Grade  A 
milk  and  which  have  route  sales  in  the 
marketing  area  of  20  percent  of  total 
Class  I  sales  disposed  of  or  7,000  pounds, 
whichever  is  less.  Such  a  plant  is  sub¬ 
stantially  associated  with  the  Mississippi 
market  and  the  dairy  farmers  supplying 
such  plants  should  therefore  participate 
in  the  marketwide  pool.  Supply  plants 
from  which  less  than  50  percent  of  their 
producer  milk  receipts  are  shipped  to 
qualified  distributing  plant(s)  cannot  be 
considered  as  primarily  associated  with 
this  market  and  should  not  participate 
in  the  pool. 

Any  supply  plant  meeting  the  50  per¬ 
cent  shipping  requirements  in  each  of 
the  months  of  September  through  Jan¬ 
uary  should  retain  pooling  status  during 
each  of  the  following  months  of  Feb¬ 
ruary  through  August,  even  without 
meeting  the  shipping  requirements  un¬ 
less  the  operator  of  such  a  plant  elects 
nonpool  status. 

The  extent  to  which  a  distributing 
plant  draws  upon  supply  plants  for  milk 
supply  normally  varies  considerably  ac¬ 
cording  to  the  season  of  the  year.  This 
is  due  to  the  seasonal  changes  in  pro¬ 
duction  and  milk  sales.  Accordingly,  a 
supply  plant  cannot  be  expected  to  ship 


as  much  milk  in  the  months  of  higher 
production  as  in  the  fall  months.  Such 
supply  plant  nevertheless  is  a  necessary 
part  of  the  market  supply  and  should 
be  so  recognized  by  according  pool  status 
during  the  months  of  February  through 
August  even  if  shipments  are  not  made. 
This  will  provide  producer  status  for 
dairy  farmers  shipping  to  the  plant  who 
are  thus  recognized  as  regular  suppliers 
of  the  market.  The  plant  should  be  per¬ 
mitted  to  withdraw  from  pool  status, 
however,  at  the  operator’s  option  in  any 
of  the  months  of  February  through  Au¬ 
gust  in  which  it  does  not  ship  50  percent 
of  its  receipts  as  described.  In  such  case 
it  would  not  regain  pool  status  until  it 
again  met  the  50  percent  shipping  re¬ 
quirement. 

Cooperative  associations  representing 
producers  in  the  consolidated  market  op¬ 
erate  balancing  plants  for  distributing 
milk  to  handlers  in  accordance  with 
their  day-to-day  requirements  and  for 
the  assembly  of  the  market’s  reserve 
supply  for  movement  to  manufacturing 
outlets.  Since  virtually  the  entire  mar¬ 
ket  has  converted  to  farm  bulk  tank  it  is 
generally  unnecessary  that  milk  needed 
by  distributing  plants  move  through  an 
assembly  plant.  Therefore,  it  is  unlikely 
that  the  cooperatives’  plants  would  nor¬ 
mally  meet  the  prescribed  shipping  re¬ 
quirements  for  supply  plants  except 
through  uneconomic  movement  of  milk 
through  such  plants  solely  for  the  pur¬ 
pose  of  maintaining  pool  plant  status. 
While  cooperatives  dispose  of  the  mar¬ 
ket’s  reserve  supply  to  outside  Class  I 
milk  outlets  to  the  extent  that  such  out¬ 
lets  are  available,  the  milk  so  disposed 
of,  as  well  as  the  milk  for  which  no  Class 
I  milk  outlet  is  available  and  which  is 
moved  to  manufacturing  plants,  is  sup¬ 
plied  by  dairy  farmers  who  are  regular 
producers  for  the  local  market.  Accord¬ 
ingly,  it  should  be  accounted  for  in  the 
same  manner  as  all  other  producer  milk 
received  at  pool  plants  under  the  order. 
This  may  be  accomplished  by  providing 
specific  pooling  standards  for  any  non¬ 
distributing  plant  operated  by  a  coopera¬ 
tive  association.  The  performance 
standards  for  such  a  plant  should  be 
such  that  only  a  plant  operated  by  a 
cooperative  association  whose  major 
function  is  supplying  milk  to  the  market 
would  qualify  and  participate  in  the  mar¬ 
ketwide  pool.  This  can  best  be  accom¬ 
plished  by  designating  as  a  pool  plant 
any  nondistributing  plant  operated  by 
a  cooperative  association,  if  60  percent  or 
more  of  such  cooperative  member  pro¬ 
ducers’  milk  is  received  during  the  month 
as  producer  milk  at  pool  distributing 
plants. 

Under  usual  circumstances  an  associa¬ 
tion  would  desire  to  pool  its  balancing 
plants;  nevertheless,  provision  should  be 
made  whereby  such  plants  may  acquire 
nonpool  status  under  the  order  if  the  as¬ 
sociation  should  so  elect  and  the  plant (s) 
does  not  meet  the  shipping  requirements 
for  pooling.  It  is  apparent  that  such  a 
decision  would  be  made  only  under  cir¬ 
cumstances  where  the  plant  had  sub¬ 
stantial  Class  I  sales  in  another  market. 
The  order  should  not  permit  an  associa¬ 
tion  to  pool  its  reserve  milk  supply  unless 
all  of  the  Class  I  sales  associated  with 
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such  reserve  are  also  pooled.  Accord¬ 
ingly,  it  is  provided  that  should  an  asso¬ 
ciation  elect  nonpool  status  under  the 
order  for  its  plant  in  any  month,  such 
plant  would  be  designated  a  nonpool 
plant  for  each  of  the  succeeding  11 
months  in  which  it  did  not  qualify  for 
pooling  under  the  regular  supply  plant 
shipping  requirements. 

Because  all  producer  milk  must  be  fully 
regulated  regardless  of  where  it  is  sold, 
it  is  not  feasible  to  differentiate,  for  the 
purpose  of  regulation,  between  handlers’ 
Class  I  sales  inside  and  outside  the  mar¬ 
keting  area.  Otherwise,  the  effect  of  the 
order  would  be  nullified  and  the  orderly 
marketing  process  jeopardized. 

If  only  his  “in-area”  sales  were  subject 
to  classification,  pricing  and  pooling,  a 
regulated  handler  with  Class  I  sales  both 
inside  and  outside  the  marketing  area 
could  assign  any  value  he  chose  to  his 
outside  sales.  He  thereby  could  reduce 
his  average  cost  of  all  of  his  Class  I  milk 
below  that  of  other  regulated  handlers 
having  all,  or  substantially  all,  of  their 
Class  I  sales  within  the  marketing  area. 
In  short,  unless  all  milk  of  such  a  han¬ 
dler  is  fully  regulated  under  the  order, 
he  in  effect  would  not  be  subject  to  effec¬ 
tive  price  regulation.  The  absence  of  ef¬ 
fective  classification,  pricing  and  pooling 
of  such  milk  would  disrupt  orderly  mar¬ 
keting  conditions  within  the  regulated 
marketing  area  and  would  lead  to  a  com¬ 
plete  breakdown  of  the  order.  If  a  pool 
handler  were  free  to  value  a  portion  of 
his  milk  at  any  price  he  chooses,  it  would 
be  impossible  to  enforce  uniform  prices 
to  all  fully  regulated  handlers  or  a  uni¬ 
form  basis  of  payments  to  the  producers 
who  supply  the  market. 

It  is  essential,  therefore,  that  the  or¬ 
der  price  all  the  producer  milk  received 
at  a  pool  plant  regardless  of  the  point 
of  disposition.  Further,  that  the  level 
of  class  price  should  be  identical  on  Class 
I  sales  inside  and  outside  the  marketing 
area. 

The  essentials  of  the  classified  pricing 
plan  for  the  Mississippi  order  and  gen¬ 
erally  applicable  to  all  Federal  orders 
issued  by  the  Secretary  are  to  establish 
one  level  of  price  to  be  paid  by  handlers 
for  milk  which  is  sold  as  milk  or  milk 
products  for  fluid  consumption  and  an¬ 
other  lower  price  (or  prices)  for  the 
necessary  surplus  of  the  market  which 
is  disposed  of  in  lower  valued  manufac¬ 
tured  products. 

It  is  necessary  that  the  Class  I  and 
Class  II  prices  effective  under  the  Missis¬ 
sippi  order  shall  be  established  at  a  level 
which  will  bring  forth  a  sufficient  supply 
to  meet  the  demands  of  milk  for  the  par¬ 
ticular  marketing  area  but  not  neces¬ 
sarily  to  fulfill  the  requirements  of  out¬ 
side  markets.  Nevertheless,  handlers  who 
are  regulated  by  virtue  of  their  sales  in 
the  marketing  area  may  have  varying 
proportions  of  their  sales  outside  the 
regulated  area.  This  is  a  situation 
normally  unavoidable  even  in  the  es¬ 
tablishment  of  a  new  marketing  area. 
Sales  areas  of  regulated  and  not  fully 
regulated  handlers  may  overlap,  and  it 
would  be  rarely  possible,  if  at  all,  to  find 
a  line  of  demarcation  around  an  entire 
marketing  area  such  that  no  overlap 
occurs.  Other  considerations  in  estab¬ 


lishment  of  a  marketing  area  may  also 
preclude  inclusion  of  all  sales  areas  of 
fully  regulated  handlers. 


While  all  fluid  milk  sales  of  the  par¬ 
tially  regulated  plant  are  not  necessarily 
priced  on  the  same  basis  as  fully  regu- 


The  problem  of  establishing  a  price  to  lated  milk,  the  provisions  described  are, 


adequately  supply  the  marketing  area  is 
thus  affected  by  the  activity  of  handlers 
in  selling  milk  outside  the  regulated  area 
and  in  procuring  milk  for  such  sales. 
There  is  no  basis  in  this  price  deter¬ 
mination  for  discrimination  between 
milk  sold  inside  and  outside  the  market¬ 
ing  area.  The  milk  sold  outside  by  a 
regulated  plant  is  processed  in  the  same 
plant  and  is  produced  under  similar  con¬ 
ditions  as  milk  sold  in  the  marketing 
area.  Thus,  the  milk  moving  through  the 
regulated  handler’s  plant,  whether  it  is 
sold  inside  or  outside  the  marketing  area, 
is  part  of  the  same  supply  and  demand 
situation  upon  which  proper  price  level 
determination  must  be  made. 

If  the  price  to  farmers  were  higher  for 
milk  sold  inside  than  for  milk  sold  out¬ 
side  the  marketing  area,  returns  for  dis¬ 
position  in  the  area  would  be  bearing  the 
greater  burden  of  providing  the  incentive 
for  milk  production  for  both.  To  the 
extent  such  discrimination  in  pricing  at 
the  procurement  level  if  reflected  in 
higher  prices  to  consumers  inside  than 
outside  the  marketing  area,  consumers 
in  the  marketing  area  will  be  subsidizing 
consumers  outside  the  marketing  area. 

Further,  it  is  not  intended  that  Fed¬ 
eral  regulation  be  susceptible  of  manipu¬ 
lation  to  permit  the  use  of  adjacent  out¬ 
side  markets  as  a  dumping  ground  for 
milk  in  excess  of  a  market’s  needs.  The 
fixing  of  a  lower  price  for  milk  sold  in 
other  markets  could  have  a  depressing 
effect  on  the  price  paid  farmers  by  un- 


however,  adequate  under  most  circum¬ 
stances  to  prevent  sales  of  milk  not  fully 
regulated  (pooled)  from  adversely  af¬ 
fecting  operation  of  the  order  and  the 
fully  regulated  milk. 

Nonpool  plant.  A  definition  of  “non¬ 
pool  plant”  is  included  to  facilitate  ref¬ 
erence  to  specific  types  of  nonpool  plants 
elsewhere  in  the  order.  This  definition 
conforms  to  the  provisions  adopted  in 
other  Federal  orders  as  the  result  of  the 
joint  public  hearing  held  in  St.  Louis, 
Mo.,  on  January  8-11,  1963,  for  the  3 
Mississippi  and  24  other  Federal  order 
markets.  The  “nonpool  plant”  definition 
includes  such  categories  as  “other  order 
plant”,  “producer-handler  plant”,  “par¬ 
tially  regulated  distributing  plant",  and 
“unregulated  supply  plant”.  These  non¬ 
pool  plants  are  defined  as  follows: 

( 1 )  “Other  order  plant’  ’  means  a  plant 
that  is  fully  subject  to  the  pricing  and 
pooling  provisions  of  another  order 
issued  pursuant  to  the  Act ; 

(2)  “Producer-handler  plant”  means 
a  plant  operated  by  a  producer-handler 
as  defined  in  any  order  (including  this 
part)  issued  pursuant  to  the  Act; 

(3)  “Partially  regulated  distributing 
plant”  is  a  nonpool  plant  that  is  neither 
an  other  order  plant  nor  a  producer-han¬ 
dler  plant,  from  which  fluid  milk  prod¬ 
ucts  labeled  Grade  A  in  consumer-type 
packages  or  dispenser  units  are  disposed 
of  as  route  disposition  in  the  marketing 
area  during  the  month;  and 

(4)  “Unregulated  supply  plant”  means 


regulated  distributors  in  such  markets,  a  nonpool  plant  from  which  fluid  milk 
Such  action  would  tend  to  lower  blended  products  eligible  for  distribution  in  the 


returns  to  dairy  farmers  supplying  the 
unregulated  handlers. 


marketing  area  under  a  Grade  A  label 
are  moved  to  a  pool  distributing  plant 


Limited  quantities  (as  provided)  of  during  the  month,  but  which  is  neither  an 


Class  I  milk  may  be  sold  within  the  regu¬ 
lated  marketing  area  from  plants  not 
under  any  Federal  order.  There  is,  of 
course,  no  way  to  treat  such  unregulated 
milk  uniformly  with  regulated  milk  other 
than  to  regulate  it  fully.  Nevertheless, 
it  has  been  concluded  that  the  applica¬ 
tion  of  “partial”  regulation  to  plants 
having  a  very  small  association  with  the 
market  (less  than  required  for  market 
pooling)  would  not  jeopardize  marketing 
conditions  within  the  regulated  market¬ 
ing  area.  Official  notice  was  taken  on 
the  record  of  the  June  19,  1964,  decision 
(29  F.R.  9109)  supporting  amendments 
to  several  orders,  including  the  Missis¬ 
sippi  orders. 

The  operator  of  this  partially  regu¬ 
lated  plant  is  afforded  the  option  of:  (1) 
Paying  an  amount  equal  to  the  difference 
between  the  Class  I  price  and  the 
weighted  average  value  of  producer  milk 
with  respect  to  all  Class  I  sales  made  in 
the  marketing  area,  (2)  purchasing  at 
the  Class  I  price  under  any  Federal  order 
sufficient  Class  I  milk  to  cover  his  limited 
disposition  within  the  marketing  area,  or 
(3)  paying  his  dairy  farmers  an  amount 
not  less  than  the  value  of  all  their  milk 
computed  on  the  basis  of  the  classifica¬ 
tion  and  pricing  provisions  of  the  order 
(the  latter  representing  an  amount  equal 
to  the  order  obligation  for  milk  which  is 
imposed  on  fully  regulated  handlers) . 


other  order  plant  nor  a  producer-handler 
plant. 

Handler.  The  impact  of  regulation 
under  an  order  is  on  handlers.  A  han¬ 
dler  definition  is  necessary  to  identify 
those  individuals  from  whom  the  market 
administrator  must  receive  reports,  or 
who  have  financial  responsibility  for 
payment  for  milk  in  accordance  with  its 
classified  use  value.  As  herein  defined 
the  definition  includes  (a)  persons  op¬ 
erating  pool  plants;  (b)  persons  operat¬ 
ing  partially  regulated  distributing 
plants;  (c)  a  cooperative  association 
with  respect  to  milk  diverted  to  nonpool 
plants;  (d)  a  cooperative  association 
with  respect  to  milk  which  is  delivered 
to  a  pool  plant  in  a  bulk  tank  truck 
owned  and  operated  by,  or  under  contract 
to,  the  association,  if  the  association 
gives  prior  notice  to  the  market  admin¬ 
istrator  and  the  plant  operator  of  its 
intention  to  be  the  handler  for  such 
milk;  (e)  persons  operating  unregulated 
supply  plants;  and  (f)  a  producer- 
handler  or  other  order  plant  operator. 

The  handler  who  receives  milk  from 
producers  is  held  responsible  under  the 
terms  of  the  order  for  reporting  receipts 
and  utilization  of  such  milk  and  for 
proper  payment  to  producers  and  to  the 
pool.  Inclusion  in  the  handler  defini¬ 
tion  of  the  operator  of  any  partially 
regulated  distributing  plant  or  unregu- 
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lated  supply  plant  is  necessary  in  order 
that  the  market  administrator  may  re¬ 
quire  the  necessary  reports  to  determine 
the  continuing  status  of  such  individuals 
and  in  the  case  of  distributing  plants, 
the  extent  of  their  obligation,  if  any,  to 
the  producer-settlement  fund. 

The  several  cooperative  associations 
whose  members  are  suppliers  of  milk  for 
the  market  hereunder  consideration  gen¬ 
erally  assume  the  responsibility  of  bal¬ 
ancing  their  buying  handlers  supplies 
with  such  handlers’  needs  for  fluid  milk. 
Milk  not  needed  for  fluid  uses  can  gen¬ 
erally  be  most  economically  handled  by 
diversion  directly  to  manufacturing 
plants.  Accordingly,  it  is  desirable  that 
a  cooperative  association  be  accorded 
handler  status  for  milk  which  it  caused 
to  be  diverted  to  nonpool  plants  for  the 
account  of  such  association.  This  pro¬ 
vision  is  included  in  the  present  Missis¬ 
sippi  Delta  order  and  is  necessary  in  the 
proposed  order  to  facilitate  the  orderly 
handling  of  the  market’s  reserve  milk 
supply. 

The  second  role  of  a  cooperative  asso¬ 
ciation  as  a  handler  without  a  plant  is 
with  respect  to  its  operations  in  deliver¬ 
ing  the  milk  of  its  producer  members  di¬ 
rectly  from  the  farm  to  pool  plants. 
Under  the  current  arrangements  for 
marketing  the  milk  of  producers  using 
farm  bulk  tanks,  the  amount  of  milk  de¬ 
livered  of  any  such  producer,  and  the 
butterfat  tests  thereof,  can  be  deter¬ 
mined  only  by  measurement  at  the  farm 
and  from  butterfat  samples  taken  at  the 
farm.  After  the  milk  has  been  pumped 
into  the  tank  truck  and  commingled  with 
the  milk  of  other  producers,  there  is  no 
further  opportunity  to  measure  or  sample 
or  reject  the  milk  of  an  individual  pro¬ 
ducer  except  as  the  operator  of  the  pool 
plant  measures,  samples  and  accepts  or 
rejects  the  entire  load  of  milk.  When 
such  operations  are  conducted  by  or 
under  the  supervision  of  a  cooperative 
association,  the  association  has  control 
over  the  operation  with  respect  to  indi¬ 
vidual  producers.  Accordingly,  the  asso¬ 
ciation  should  be  allowed  to  assume  the 
responsibility  as  handler  for  reporting, 
accounting  and  paying  for  the  milk.  The 
cooperative  association  should  be  re- 
required  to  give  prior  notification  to  the 
market  administrator  and  the  receiving 
handler  when  the  association  intends  to 
be  the  responsible  handler.  When  the 
cooperative  association  is  the  responsible 
handler,  the  milk  is  treated  as  a  receipt 
of  producer  milk  by  the  cooperative  asso¬ 
ciation  at  a  pool  plant  in  the  same  loca¬ 
tion  as  the  pool  plant  at  which  the  milk 
was  physically  received.  The  milk  is 
then  treated  as  a  transfer  by  the  coopera¬ 
tive  association  to  the  plant  operator  and 
is  classified  according  to  the  interhandler 
transfer  provision  of  the  order. 

Producer -handler.  The  term  “pro¬ 
ducer-handler”  should  apply  to  any  per¬ 
son  who  produces  milk  on  his  own 
farm(s)  and  operates  a  plant  from  which 
fluid  milk  products  are  distributee!  as 
route  disposition  in  the  marketing  area 
but  who  receives  no  fluid  milk  products 
from  sources  other  than  his  own  farm(s) . 

These  requirements  for  producer- 
handler  status  are  Identical  to  those  con¬ 
tained  in  the  former  Central  Mississippi 
No.  so— Pt.  n - 2 


order.  The  provision  in  the  Mississippi 
Delta  order  differs  only  in  that  producer- 
handlers  are  permitted  to  receive  Class  I 
milk  from  pool  plants  without  loss  of 
producer-handler  status.  There  was  no 
producer-handler  operation  in  the  Delta 
area,  however,  at  the  time  of  the  hearing. 

There  is  one  known  producer-handler 
operating  in  the  part  of  the  proposed 
marketing  area  previously  under  the 
Central  Mississippi  order.  No  evidence 
was  offered  to  indicate  need  for  any  dif¬ 
ferent  treatment  of  producer-handlers 
than  previously  applied  under  such  or¬ 
der.  Cooperative  association  representa¬ 
tives,  however,  who  were  proponents  of 
the  order  expressed  concern  as  to  the 
market  instability  which  could  result 
if  producer-handlers  were  enabled  to 
depend  on  pool  milk  supplies  for  reserve 
milk.  In  view  of  prior  experience  in  this 
market,  it  was  feared  such  an  arrange¬ 
ment  would  foster  the  development  of 
producer-handler  business  at  the  ex¬ 
pense  of  the  producers  supplying  the 
rest  of  the  fluid  market. 

While  the  milk  used  in  a  producer- 
handler  operation  is  not  subject  to  pric¬ 
ing  regulation,  the  producer-handler 
also  should  not  be  entitled  to  use  other 
sources  of  unregulated  milk.  Otherwise, 
producer  handlers  would  enjoy  an  ad¬ 
vantage  which  would  be  inequitable  to 
other  handlers  in  the  market. 

Other  handlers  incur  obligations  to 
the  pool  on  unregulated  milk  used  in 
Class  I  disposition,  but  producer  han¬ 
dlers  are  exempt  from  pooling.  Further, 
such  use  of  unregulated  milk  by  pro¬ 
ducer-handlers  would  be  inequitable  to 
producers.  It  would  permit  use  in  the 
fluid  market  of  unregulated  milk  without 
such  milk  being  subject  to  the  order’s 
allocation  and  payment  provisions, 
which  provide  proper  apportionment  to 
producers  of  returns  from  Class  I  dis¬ 
positions.  Accordingly,  the  order 
should  provide  that  a  receipt  of  other 
source  milk  would  preclude  an  operator 
from  producer-handler  status. 

Receipts  of  milk  at  a  pool  plant  from 
producer-handlers  should  be  considered 
as  a  receipt  of  other  source  milk.  This 
procedure  is  appropriate,  otherwise  pro¬ 
ducer  handlers  who  do  not  share  their 
own  Class  I  sales  would  share  in  the 
Class  I  sales  of  other  handlers  in  the 
market.  At  the  same  time  the  pro¬ 
ducer-handler  would  not  be  bearing  a 
proper  share  of  the  reserve  supplies 
associated  with  such  Class  I  sales. 

The  advantage  of  exemption  from 
pooling  enjoyed  by  producer-handlers  is 
such  that  some  milk  distributors  attempt 
to  acquire  producer-handler  status  by 
superficial  association  with  the  milk 
production  operation.  Various  business 
arrangements  may  be  used  to  acquire  an 
appearance  of  a  true  producer-handler 
operation.  To  preclude  the  use  of  such 
devices  the  order  should  provide  that,  to 
be  a  producer-handler,  the  maintenance, 
care  and  management  of  the  dairy  ani¬ 
mals  and  all  other  resources  used  to  pro¬ 
duce  the  milk  as  well  as  the  resources 
required  for  the  distribution  of  the  milk 
are  each  the  personal  enterprise  and  the 
personal  risk  of  the  person  who  claims 
producer-handler  status. 


A  producer-handler  would  be  re¬ 
quired  to  make  such  reports  of  his  re¬ 
ceipts  and  utilization  as  the  market  ad¬ 
ministrator  deems  necessary  to  verify 
the  status  of  such  person’s  operation  and 
to  facilitate  verification  of  transactions 
with  other  handlers. 

Producer.  The  term  “producer”  should 
include  dairy  farmers  who  regularly 
provide  Grade  A  milk  to  pool  plants 
for  fluid  consumption  in  the  marketing 
area.  Accordingly,  the  definition  of 
“producer”  should  distinguish  between 
those  farmers  who  produce  milk  for  this 
fluid  market  in  compliance  with  the 
sanitary  requirements  of  the  responsible 
health  departments  and  other  dairy 
farmers  whose  milk  is  primarily  asso¬ 
ciated  with  other  fluid  markets  or  is 
qualified  only  for  manufacturing  pur¬ 
poses. 

Milk  for  fluid  consumption  in  the  pro¬ 
posed  area  is  required  to  be  produced  in 
compliance  with  specific  health  stand¬ 
ards  established  by  the  State  of  Missis¬ 
sippi.  These  standards  are  patterned 
after  the  standard  ordinance  of  the  U.S. 
Public  Health  Service  and  are  under 
supervision  of  county  and  state  health 
authorities.  In  addition,  it  is  intended 
that  milk  disposed  of  to  government  in¬ 
stallations  in  the  marketing  area,  which 
milk  must  meet  health  standards  sub¬ 
stantially  the  same  as  those  in  effect  in 
other  parts  of  the  marketing  area,  shall 
be  considered  to  have  the  required  health 
approval.  ' 

The  qualification  of  a  dairy  farmer  as 
a  “producer”  should  be  established  pri¬ 
marily  on  the  basis  of  receipt  of  his  milk 
at  a  pool  plant.  It  is  generally  recog¬ 
nized,  however,  that  the  orderly  and  ef¬ 
ficient  handling  of  reserve  milk  requires 
occasional  diversion  of  the  milk  of  in¬ 
dividual  producers  to  manufacturing 
plants.  The  direct  movement  of  the 
milk  from  the  producer’s  farm  to  the 
manufacturing  plant  avoids  the  expense 
and  handling  which  would  be  involved  if 
the  milk  were  first  taken  in  at  the  pool 
plant  of  ordinary  receipt  and  then  trans¬ 
ferred  to  the  manufacturing  plant.  The 
same  principle  of  efficiency  of  movement 
applies  in  the  case  of  allocation  of  milk 
supply  among  pool  plants  according  to 
needs.  In  such  case,  also,  efficiency  in 
movement  of  milk  may  be  achieved  by 
diversion  between  pool  plants. 

Producers,  nevertheless,  should  retain 
producer  status  during  diversion,  and 
their  milk  should  continue  to  be  reported 
as  producer  milk  receipts  by  the  divert¬ 
ing  handler.  For  this  purpose,  the  place 
of  receipt,  for  pricing  should  be  deemed 
to  be  the  location  of  the  plant  from  which 
diverted. 

Diversions  of  producers  between  pool 
plants  is  provided  in  this  definition  and 
should  be  permitted  at  any  time.  Like¬ 
wise,  unlimited  diversions  to  nonpool 
plants  should  be  permitted  during  the 
months  of  December  through  August. 
However,  diversions  to  nonpool  plants 
should  be  limited  to  10  day’s  production 
of  any  producer  during  the  months  of 
September  through  November.  In  ad¬ 
dition,  as  an  alternative  to  the  10-day 
limitation  during  the  months  of  Septem¬ 
ber  through  November,  diversion  on  a 
percentage  basis  should  be  permitted  to 
provide  further  flexibility  in  handling 
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reserve  milk.  A  cooperative  association 
should  be  permitted  to  divert  to  nonpool 
plants  up  to  15  percent  of  the  milk  of  its 
producer  members  during  any  such 
month  and  a  proprietary  handler  should 
be  permitted  to  divert  up  to  15  percent 
of  the  total  nonmember  producer  re¬ 
ceipts  at  his  pool  plant  during  any  such 
month. 

Under  the  provisions  of  the  current 
Mississippi  Delta  order,  diversions  of  a 
producer’s  milk  to  a  nonpool  plant  in 
any  month  of  August  through  February 
is  limited  to  not  more  than  one-third  of 
the  number  of  days’  production  received 
at  a  pool  plant  during  such  month.  Un¬ 
limited  diversions  to  nonpool  plants  are 
permitted  during  the  months  of  March 
through  July  and  by  the  operator  of  a 
pool  plant  to  the  pool  plant  of  another 
handler. 

A  Delta  handler,  who  would  be  regu¬ 
lated  by  the  Mississippi  order  as  herein 
recommended,  proposed  that  no  limits 
be  placed  on  diversions  to  nonpool  plants. 
This  handler  receives  only  nonmember 
milk  and  diverts  reserve  milk  not  needed 
for  his  Class  I  requirements  to  nearby 
manufacturing  plants.  It  was  his  posi¬ 
tion  that  even  with  the  relaxed  diversion 
provision  proposed  by  proponents,  di¬ 
versions  from  his  plant  in  all  months 
except  September  (normally  the  month 
of  shortest  production)  would  exceed  15 
percent  of  his  total  receipts.  This  pro¬ 
posal  is  not  adopted  for  reasons  set  forth 
in  the  following  findings. 

Generally,  the  four  proponent  co¬ 
operative  associations  have  assumed  the 
responsibility  of  transporting  milk  from 
the  farm  to  plants.  The  proprietary 
handlers  who  purchase  milk  from  the 
cooperatives  normally  follow  the  practice 
of  accepting  only  those  quantities  of  milk 
needed  for  fluid  disposition  and  associ¬ 
ated  operations.  Milk  not  needed  by 
local  handlers  can  be  most  economically 
handled  by  the  cooperatives,  in  most 
cases,  by  diversion  directly  from  the 
farm  to  manufacturing  outlets.  During 
the  higher  production  months  of  De¬ 
cember  through  August  unlimited  di¬ 
version  is  therefore  necessary  for  the 
orderly  handling  of  the  reserve  supply 
of  milk  for  this  market. 

It  is  necessary,  however,  to  provide  rea¬ 
sonable  performance  standards  to  insure 
that  milk  has  a  genuine  association  with 
this  market  and  is  not  being  pooled 
solely  for  the  purpose  of  insuring  a  sup¬ 
ply  of  milk  for  manufacturing  uses.  The 
pooling  standard  would  preclude  diver¬ 
sion  in  any  of  the  months  of  December 
through  August  of  the  milk  of  any  pro¬ 
ducer  who  had  not  held  producer  status 
during  the  entire  two  immediately  pre¬ 
ceding  months.  This  requirement  will 
deter  the  addition  of  producers  during 
the  months  of  highest  production  solely 
for  the  purpose  of  securing  a  milk  supply 
for  Class  II  use. 

It  is  intended  that  the  order  should  as¬ 
sure  an  adequate,  but  not  excessive  sup¬ 
ply  of  milk  for  the  fluid  market.  The 
order  provisions  should  not  encourage  an 
excess  volume  of  milk  to  associate  with 
the  pool.  This  result  could  come  about 
if  unlimited  diversions  were  permitted 
in  all  months  as  proposed  by  the  Delta 
handler.  Dining  the  short  production 


months  of  September  through  Novem¬ 
ber,  it  is  expected  that  handlers’  supplies 
would  be  held  in  close  relationship  to 
their  fluid  needs.  However,  to  assure 
orderly  handling  of  weekend  supplies  in 
excess  of  fluid  milk  requirements,  limited 
diversion,  not  to  exceed  10  days’  produc¬ 
tion  of  a  producer  or  on  a  percentage 
basis,  as  previously  discussed,  should  be 
permitted. 

In  the  event  any  dairy  farmer’s  milk  is 
diverted  in  excess  of  the  limits  pre¬ 
scribed,  such  dairy  farmer  should  qualify 
as  a  producer  only  with  respect  to  that 
portion  of  his  milk  which  is  physically 
received  (including  milk  so  received  for 
which  the  cooperative  association  is  the 
handler)  at  pool  plants  during  the 
month.  Milk  diverted  in  conformity 
with  the  diversion  privileges  is  treated 
under  the  order  as  a  receipt  by  the  di¬ 
verting  handler  at  a  pool  plant  at  the 
location  of  the  plant  from  which 
diverted. 

Producer  milk.  Producer  milk  as  de¬ 
fined  is  intended  to  include  all  skim  milk 
and  butterfat  contained  in  milk  received 
at  a  pool  plant  directly  from  producers, 
or  by  a  cooperative  association  as  a  han¬ 
dler  on  bulk  tank  milk.  Producer  milk 
would  also  include  diverted  milk  of  pro¬ 
ducers  within  the  limitations  prescribed 
in  the  producer  definition. 

Other  source  milk.  Other  source  milk 
should  be  defined  as  all  skim  milk  and 
butterfat  contained  in,  or  represented  by, 
fluid  milk  products  utilized  by  the  han¬ 
dler  in  his  operation,  except  producer 
milk,  fluid  milk  products  received  from 
pool  plants,  milk  received  from  a  cooper¬ 
ative  association  in  its  capacity  as  a 
handler  for  bulk  tank  milk  and  inventory 
at  the  beginning  of  the  month.  It  would 
include  all  milk  products  from  plants 
other  than  pool  plants.  It  would  include 
also  all  manufactured  dairy  products 
from  any  source  received  during  the 
same  or  prior  months,  including  those 
from  the  plant’s  own  manufacturing 
operation,  which  are  reprocessed  or  con¬ 
verted  into  another  product  during  the 
month. 

Fluid  milk  product.  A  definition  of 
“fluid  milk  products”  is  provided  in  the 
order  to  implement  the  drafting  of  the 
classification  provisions  of  the  order. 
The  term  is  intended  to  include  those 
products  which  are  required  to  be  de¬ 
rived  from  milk  and  milk  products  from 
approved  sources  of  supply. 

Under  the  proposed  definition  herein 
provided,  a  fluid  milk  product  includes 
milk,  skim  milk  (including  concentrated 
other  than  hulk  condensed,  and  recon¬ 
stituted  skim  milk)  buttermilk,  flavored 
milk,  flavored  milk  drinks,  eggnog,  yo¬ 
gurt,  cream  (sweet  or  sour)  and  any 
mixture  in  fluid  form  of  cream  and  skim 
milk  or  milk  (except  aerated  cream, 
frozen  storage  cream,  ice  cream,  ice 
cream  mixes,  frozen  ice  milk,  ice  milk 
mixes,  frozen  dessert  and  mixes,  and 
sterilized  fluid  milk  products  contained 
in  hermetically  sealed  cans) .  In  the  case 
of  fortified  fluid  milk  products,  the  defi¬ 
nition  would  include  that  portion  of  the 
product  equal  to  the  weight  of  an  unfor¬ 
tified  product  of  the  same  nature  and 
butterfat  content. 


(b)  Classification  and  allocation  of 
milk.  A  classified  use  plan  should  be 
established  to  insure  that  all  milk  and 
milk  products  handled  by  handlers  fully 
or  partially  regulated  under  the  order 
are  fully  accounted  for  according  to  the 
various  uses  in  such  handlers’  plants. 
Milk  is  disposed  of  in  the  market  in  a 
wide  variety  of  forms,  representing  dif¬ 
ferent  proportions  of  butterfat  and  skirn 
milk  components  of  milk.  These  pro¬ 
portions  may  be  greatly  changed  from 
the  proportions  of  butterfat  and  skim 
milk  in  the  milk  as  first  received.  Ac¬ 
counting  for  milk  and  milk  products  on 
a  skim  milk  and  butterfat  basis,  and 
pricing  such  skim  milk  and  butterfat 
in  accordance  with  the  form  in  which 
(or  the  purpose  for  which)  used  is  the 
most  appropriate  means  of  securing 
complete  accounting  on  all  milk  involved 
in  market  transactions. 

This  accounting  system  is  almost  uni¬ 
versally  provided  in  Federal  orders  and 
will  insure  uniformity  in  application  of 
the  classification  and  pricing  provisions 
of  the  order  to  all  handlers  supplying 
and/or  distributing  milk  in  the  market. 

Classes  of  milk.  The  fluid  milk  prod¬ 
ucts  which  are  classified  in  Class  I  are 
required  by  the  appropriate  health  au¬ 
thorities  in  the  marketing  area  to  be 
made  from  milk  or  milk  products  pro¬ 
cured  from  approved  sources.  The  extra 
cost  incurred  by  producers  in  producing 
quality  milk  and  in  getting  it  delivered 
to  the  market  in  the  condition  and  in 
the  quantities  needed  by  the  market 
necessitates  a  price  for  milk  used  in 
Class  I  products  somewhat  above  the 
price  of  milk  used  in  manufactured 
products.  The  higher  price  must  be  at 
a  level  which  will  provide  sufficient  in¬ 
centive  to  producers  through  the  blended 
price  returns  to  encourage  the  produc¬ 
tion  of  those  quantities  of  milk  needed 
for  the  Class  I  products  plus  the  neces¬ 
sary  reserve  to  cover  daily  fluctuations 
in  market  demand. 

Milk  in  excess  of  the  market’s  Class  I 
needs  at  any  time  must  be  disposed  of 
for  use  in  manufactured  products.  These 
products  are  less  perishable  than  fluid 
milk  products  and  they  compete  on  a 
national  market  with  similar  products 
made  from  unapproved  milk.  Milk  so 
used  must  be  classified  as  Class  II  milk 
and  priced  according  to  its  value  in  such 
outlets. 

The  specific  products  included  in 
Class  I  have  already  been  specified  in 
the  discussion  of  the  fluid  milk  product 
definition.  Such  products  may  be  un¬ 
modified  or  may  be  modified  by  the  addi¬ 
tion  of  nonfat  dry  milk,  as  is  commonly 
practiced  in  the  case  of  skim  milk  drinks 
and  buttermilk,  for  example.  On  the 
other  hand  the  product  may  be  concen¬ 
trated  by  evaporation  as  in  the  case  of 
concentrated  whole  milk  for  fluid  con¬ 
sumption. 

Products  such  as  evaporated  or  con¬ 
densed  milk  which  are  either  packaged 
in  hermetically  sealed  cans  or  which  are 
used  in  the  manufacture  of  other  milk 
products,  while  made  by  a  process  similar 
to  that  for  concentrating  milk  for  fluid 
consumption,  are  classified  as  Class  n 
products  for  the  same  reasons  as  other 
products  in  Class  n.  Milk  disposed  of 
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for  Class  II  uses  is  classified  on  the  basis 
of  its  initial  disposition.  When  any  Class 
n  product  is  reprocessed  or  reused  in  an¬ 
other  product  it  should  be  treated  as  a 
receipt  of  other  source  milk.  This  pro¬ 
cedure  minimizes  the  assessment  of 
reclassification  charges  since  priority  of 
assignment  under  the  accounting  proce¬ 
dure  is  given  to  current  receipts  of  fluid 
milk.  Concentrated  milk  which  may  be 
restored  to  its  original  form  in  the  home 
through  the  addition  of  water,  as  well  as 
reconstituted  fluid  milk  products,  com¬ 
pete  for  the  same  Class  I  sales  as  whole 
milk.  Accounting  for  such  products  on 
the  basis  of  original  volume,  including  all 
the  water  originally  associated  with  the 
solids,  is  necessary  to  insure  equity 
among  handlers  and  to  return  to  pro¬ 
ducers  the  full  use  value  of  their  milk. 

Fortified  fluid  milk  products  present 
a  special  classification  and  accounting 
problem.  Fortification  of  fluid  milk 
products  customarily  is  accomplished  by 
the  addition  of  nonfat  dry  milk  to  fluid 
milk  or  skim  milk  to  yield  a  finished 
product  of  higher  nonfat  milk  solids 
content  than  that  of  an  equivalent 
amount  of  whole  milk.  Reconstitution, 
on  the  other  hand,  involves  the  process 
of  “floating”  concentrated  milk  solids 
in  water  to  yield  a  weight  of  product 
approximately  equal  to  the  weight  of 
milk  from  which  the  concentrated  prod¬ 
uct  was  first  made  by  the  removal  of 
water. 

To  maintain  proper  accounting  for 
fortified  fluid  milk  products  the  nonfat 
milk  solids  added  to  such  items  should 
be  converted  to  their  skim  milk  equiva¬ 
lent.  This  is  necessary  to  insure  uni¬ 
formity  of  application  of  the  accounting 
system.  It  is  not  necessary,  however,  to 
price  as  Class  I  all  the  water  originally 
associated  with  the  added  solids.  The 
addition  of  the  solids  used  in  fortifica¬ 
tion  cannot  be  considered  as  displacing 
producer  milk  in  Class  I  except  to  the 
extent  that  the  volume  of  product  is 
increased.  The  addition  of  solids  to 
make  a  more  desirable  product  may  in 
fact  increase  the  sales  of  producer  milk, 
and  in  any  event  would  not  displace  pro¬ 
ducer  milk  in  Class  I  beyond  the  minor 
Increase  in  volume  which  results. 

In  the  case  of  fortified  fluid  milk  prod¬ 
ucts  the  skim  milk  to  be  classified  as 
Class  I  milk  should  be  only  that  con¬ 
tained  in  an  equal  volume  of  unmodified 
product  of  the  same  nature  and  butterfat 
content,  excluding  the  dry  weight  of  any 
nonmilk  additive  such  as  flavoring,  etc. 
The  skim  milk  equivalent  of  the  nonfat 
milk  solids  not  classified  as  Class  I  milk 
should  be  classified  as  Class  n  milk. 

Handlers  maintain  inventories  of  milk 
and  milk  products  which  must  be  con¬ 
sidered  in  accounting  for  receipts  and 
utilization.  The  accounting  procedure 
will  be  facilitated  by  providing  that  end- 
of -month  inventories  of  all  Class  I  prod¬ 
ucts  be  classified  as  Class  n  milk, 
regardless  of  whether  such  products  are 
in  bulk  or  packaged  form.  Inventories 
of  such  products  will  be  subtracted, 
under  the  proposed  allocation  procedure, 
from  any  available  Class  n  disposition 
in  the  following  month  prior  to  the  allo¬ 
cation  of  current  fluid  milk  receipts. 
The  higher  use  value  of  any  fluid  milk 


product  in  inventory  but,  which  is  allo¬ 
cated  to  Class  I  milk  in  the  following 
month,  should  be  reflected  in  returns  to 
producers.  This  is  accomplished  by  a 
reclassification  charge  on  such  milk  at 
the  difference  between  the  Class  II  price 
of  the  preceding  month  and  the  Class  I 
price  of  the  current  month. 

Inasmuch  as  a  handler  may  receive 
milk  from  other  order  plants  and  un¬ 
regulated  supply  plants  as  well  as  pro¬ 
ducer  milk  or  milk  from  other  pool 
plants,  any  of  these  sources  may  con¬ 
tribute  to  his  inventory  situation  at  the 
end  of  the  month.  The  assignment  pro¬ 
visions  herein  adopted  insure  that  milk 
from  nonpool  sources  assigned  to  the 
surplus  class  in  the  prior  month  (and 
thus  available  for  reclassification  under 
the  inventory  allocation  procedure  this 
month)  will  either  have  been  so  assigned 
pro  rata  with  producer  milk  or  is  milk 
which  by  its  very  nature  is  surplus. 
Furthermore,  any  other  order  milk  so 
assigned  will  have  been  priced  at  the 
comparable  surplus  class  in  the  order 
of  origin.  In  either  case  therefore  the 
reclassification  charge  is  appropriate. 

Loss  of  skim  milk  and  butterfat  in 
plant  operations  is  commonly  referred 
to  as  shrinkage.  Because  plant  loss 
represents  a  disappearance  of  milk  for 
which  the  handler  must  account  but  for 
which  no  return  is  realized  by  the 
handler,  shrinkage  should  be  Class  n 
to  the  extent  that  the  amount  is  reason¬ 
able  and  is  not  the  result  of  faulty  or 
incomplete  records.  Any  actual  shrink¬ 
age  in  excess  of  such  rates  should  be 
accounted  for  as  Class  I  milk.  The  pro¬ 
visions  should  contemplate  receipts  by 
a  handler  from  both  producer  and  other 
plant  sources,  and  receipts  from  a  co¬ 
operative  association  as  a  bulk  tank 
handler. 

The  maximum  shrinkage  allowance  of 
skim  milk  and  butterfat  in  Class  Q 
should  be  limited  to: 

(a)  Two  percent  of  receipts  of  milk  at 
a  pool  plant  from  producers;  plus 

(b)  One  and  one-half  percent  of  milk 
receipts  from  a  cooperative  association 
in  farm  bulk  tanks  except  that,  if  the 
handler  operating  the  pool  plant  files 
with  the  market  administrator  notice 
that  he  is  purchasing  such  milk  on  the 
basis  of  butterfat  tests  of  farm  drawn 
samples  and  farm  weights  determined 
by  farm  bulk  tank  calibrations,  the  ap¬ 
plicable  percentage  should  be  two  per¬ 
cent;  plus 

(c)  One  and  one-half  percent  of  milk 
receipts  in  bulk  from  other  pool  plants, 
other  order  plants  and  unregulated  sup¬ 
ply  plants,  exclusive  of  the  quantity  of 
such  nonpool  receipts  for  which  Class 
n  utilization  is  specified;  less 

(d)  One  and  one-half  percent  of  the 
disposition  in  bulk  by  transfer  or  diver¬ 
sion  from  pool  plants  to  other  pool 
plants;  less 

(e)  One  and  one-half  percent  of  the 
milk  transferred  in  bulk  from  pool  plants 
to  nonpool  plants;  and  plus 

(f)  One-half  of  1  percent  of  receipts 
of  producer  milk  in  the  case  of  a  co¬ 
operative  association  with  respect  to 
milk  in  farm  bulk  tanks,  unless  the 
operator  of  the  pool  plant  purchases 
such  milk  on  the  basis  of  farm  weights 
and  tests. 


Plants  which  are  operated  in  a  reason¬ 
ably  efficient  manner  and  for  which  ac¬ 
curate  records  of  receipts  and  utilization 
are  maintained  should  not  experience 
plant  loss  in  excess  of  the  maximum  2.0 
percent  provided.  Any  shrinkage  in  ex¬ 
cess  of  the  maximum  should  be  classified 
as  Class  I. 

It  is  appropriate  to  limit  the  volume  of 
unregulated  milk  and  other  order  milk 
that  may  be  classified  in  Class  II  as 
shrinkage,  since  these  types  of  receipts 
are  allocated  pro  rata  to  class  uses  along 
with  quantities  received  from  pool  plants 
and  producers.  Under  the  allocation 
system  provided  such  other  source  milk 
will  share  with  producer  milk  in  any 
Class  I  quantity  computed  because  of 
shrinkage  in  excess  of  established  limits. 
No  specific  shrinkage  limit  is  necessary 
on  unregulated  or  other  order  milk  that 
does  not  participate  in  the  pro  rata  as¬ 
signment  to  classes  and  is  allocated  first 
to  Class  II,  since  the  allocation  pro¬ 
cedure  insures  assignment  of  such  milk 
to  Class  II  in  an  amount  at  least  equal 
to  the  shrinkage  that  may  be  associated 
therewith. 

To  insure  an  equitable  assignment  of 
total  shrinkage  to  the  two  categories  of 
receipts  ((1)  receipts  for  which  percent¬ 
age  limits  are  set  as  to  the  quantity  of 
shrinkage  which  may  be  Class  II  milk, 
and  (2)  receipts  for  which  no  shrinkage 
limit  is  set),  the  total  shrinkage  should 
be  prorated  to  these  two  categories. 

The  various  rates  of  shrinkage  allow¬ 
ance  herein  specified  are  one-half  of  1 
percent  for  a  receiving  operation  and 
iy2  percent  for  processing.  These  rates 
recognize  that  normally  the  greater 
amount  of  shrinkage  is  experienced  in 
the  processing  than  in  the  receiving 
function,  and  such  a  division  of  shrink¬ 
age  allowance  is  common  under  Federal 
orders.  Thus,  the  allowances  as  de¬ 
scribed  would  provide  a  0.5  percent  al¬ 
lowance  to  a  cooperative  association  with 
respect  to  bulk  tank  milk  for  which  it  is 
the  handler  making  delivery  of  such 
milk  to  pool  plants.  This  allowance 
would  apply  in  the  absence  of  notifica¬ 
tion  by  the  pool  plant  operator  to  the 
market  administrator  that  he  is  pur¬ 
chasing  such  bulk  tank  milk  from  the 
cooperative  association  on  the  basis  of 
farm  weights  and  tests.  If  the  pool 
plant  operator  elects  to  pay  on  farms 
weights  and  tests,  the  entire  2  percent 
shrinkage  allowance  would  be  available 
to  him  with  respect  to  such  milk. 

In  the  case  of  transfers  or  diversions 
of  whole  milk  from  a  pool  plant  to  an¬ 
other  plant  (pool  or  nonpool),  it  would 
be  recognized  that  the  transferor  han¬ 
dler  normally  incurs  only  the  shrinkage 
associated  with  the  receiving  function. 
In  the  case  of  a  transfer  of  cream,  how¬ 
ever!  the  shrinkage  allowance  recognizes 
the  transferor  handler  has  performed 
both  the  receiving  and  processing  func¬ 
tions. 

Skim  milk  and  butterfat  contained  in 
fluid  milk  products  disposed  of  for  live¬ 
stock  feed  also  should  be  classified  as 
Class  n  milk.  Handlers  sometimes  find 
that  livestock  feed  is  the  only  economical 
outlet  for  certain  items  of  route  returns 
or  small  quantities  of  milk  in  the  plant 
not  needed  for  current  Class  I  processing. 
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This  circumstance  may  apply  particu¬ 
larly  to  some  of  the  pool  plants  farthest 
from  manufacturing  plants.  Classifica¬ 
tion  as  Class  n  should  be  contingent, 
however,  upon  specific  records  showing 
the  amount  of  skim  milk  and  butterfat 
disposed  of  in  this  manner.  The  same 
considerations  should  apply  to  fluid  milk 
products  for  which  the  handler  finds  no 
economic  disposition  and  dumps.  In 
this  case,  Class  n  classification  must  be 
contingent  upon  meeting  the  require¬ 
ment  of  prior  notice  to  the  market  ad¬ 
ministrator.  Since  dumping  involves  no 
transactions  with  others,  verification 
may  require  physical  observation  of  the 
dumping  and  provision  must  be  made 
whereby  the  market  administrator  may 
have  that  opportunity.  Accordingly,  it 
is  provided  that  the  market  administra¬ 
tor  must  be  notified  during  the  usual 
hours  of  business  and  not  less  than  4 
hours  prior  to  dumping  fluid  milk  prod¬ 
ucts  that  the  handler  intends  to  dump. 

Transfers.  Fluid  milk  products  may 
be  disposed  of  to  other  plants  for  manu¬ 
facturing  uses.  Classification  of  any 
product  transferred  to  another  plant 
should,  under  certain  circumstances,  be 
determined  according  to  its  utilization 
in  the  plant  to  which  transferred. 

Fluid  milk  products  transferred  by  a 
handler  to  a  pool  plant  should  be  classi¬ 
fied  as  Class  I  milk  unless  utilization  as 
Class  n  milk  is  claimed  for  both  plants  on 
the  reports  submitted  for  the  month  to 
the  market  administrator.  However,  suf¬ 
ficient  Class  n  utilization  must  be  avail¬ 
able  at  the  transferee  plant  for  such  as¬ 
signment  after  prior  allocation  of 
receipts  of  unregulated  milk,  other  order 
milk,  inventory,  and  appropriate  assign¬ 
ment  of  shrinkage.  Moreover,  if  other 
source  milk  of  the  type  to  which  surplus 
value  inherently  applies  (such  as  nonfat 
dry  milk  solids)  has  been  received  at  the 
transferor  plant  during  the  month,  the 
skim  milk  or  butterfat  in  fluid  milk  prod¬ 
ucts  involved  in  such  transfer  should  be 
classified  so  as  to  allocate  the  least  pos¬ 
sible  Class  I  utilization  to  such  other 
source  milk.  In  the  case  of  a  transferor 
handler  who  received  other  source  milk 
from  an  unregulated  supply  plant  or 
other  order  plant,  the  transferred  quan¬ 
tity,  up  to  the  total  of  such  receipts, 
should  not  be  Class  I  to  a  greater  extent 
than  would  be  applicable  to  a  like  quan¬ 
tity  of  such  other  source  milk  received 
at  the  transferee  plant. 

Fluid  milk  products  diverted  to  a  non¬ 
pool  plant  (not  an  other  order  plant) 
200  miles  or  less  from  the  New  State 
Capitol  in  Jackson  or  the  County  Court¬ 
house  in  Gulfport,  Miss.,  or  transferred 
to  a  nonpool  plant  (not  an  other  order 
plant)  should  be  classified  as  Class  I  milk 
unless  certain  conditions  are  met.  The 
operator  of  the  nonpool  plant,  if  re¬ 
quested,  should  make  his  books  and  rec¬ 
ords  available  to  the  market  administra¬ 
tor  for  the  purpose  of  verifying  the 
recepits  and  utilization  of  milk  in  such 
nonpool  plant.  Provision  for  verifica¬ 
tion  by  the  market  administrator  is  rea¬ 
sonable  and  necessary  to  insure  proper 
application  of  the  classification  proce¬ 
dures  prescribed  in  the  order. 

The  skim  milk  and  butterfat  so  di¬ 
verted  or  transferred  should  be  assigned 


following  assignment  of  utilization  at 
such  nonpool  plant  to  receipts  of  pack¬ 
aged  fluid  milk  products  from  pool  plants 
and  other  order  plants.  This  assignment 
is  in  accord  with  the  classification  of 
such  packaged  products  to  Class  I  at 
the  plant  of  origin.  Other  utilization  at 
the  nonpool  plant  should  be  assigned  on 
the  basis  that  any  route  disposition  in 
the  marketing  area  should  be  first  as¬ 
signed  to  the  skim  milk  and  butterfat 
in  the  fluid  milk  products  so  transferred 
or  diverted  to  the  nonpool  plant  from 
pool  plants.  Further,  any  route  dis¬ 
position  in  the  marketing  area  of  another 
order  should  be  first  assigned  to  receipts 
from  plants  fully  regulated  by  such  or¬ 
der,  and  next  pro  rata  to  receipts  from 
pool  plants  and  other  order  plants  not 
regulated  by  such  order.  The  remaining 
quantities  of  skim  milk  and  butterfat 
transferred  to  the  nonpool  plant  should 
be  assigned  to  the  skim  milk  and  butter¬ 
fat  in  any  transfers  of  milk,  skim  milk, 
and  cream  in  bulk  from  the  nonpool 
plant  to  pool  plants,  classified  as  if  it 
were  a  direct  transfer  from  one  pool 
plant  to  another  pool  plant  with  Class  II 
utilization  indicated.  If  this  results  in 
transfers  from  pool  plants  of  two  or 
more  handlers  being  classified  as  Class  I 
such  classification  should  be  shared  pro 
rata  between  the  handlers  unless,  at  or 
before  the  time  of  reporting,  the  plant 
operators  indicate  agreement  on  a  differ¬ 
ent  sharing  of  such  Class  I  classification. 

If  such  assignment  does  not  cover  all 
transfers  to  the  nonpool  plant,  assign¬ 
ment  of  additional  quantities  to  Class  II 
use  in  the  nonpool  plant  would  be  limited 
to  available  Class  n  utilization  in  the 
plant  and  similar  use  of  any  shipments 
from  the  nonpool  plant  to  other  plants 
(pool  or  nonpool)  excluding  any  dupli¬ 
cation  of  such  classification  of  milk  re¬ 
ceived  at  the  nonpool  plant  from  other 
pool  plants  or  other  order  plants. 

The  treatment  of  transfers  provided 
is  essentially  that  presently  effective  un¬ 
der  the  Delta  order  and  previously  used 
in  the  Central  Mississippi  and  Mississippi 
Gulf  Coast  orders,  and  serves  to  coordi¬ 
nate  classification  of  milk  disposed  of  to 
nonpool  plants  with  milk  disposed  of  by 
other  order  plants  to  the  same  nonpool 
plants. 

Fluid  milk  products  diverted  to  non¬ 
pool  plants  (not  another  order  plant) 
beyond  200  miles  from  the  points  indi¬ 
cated  should  be  Class  I  milk.  Within 
this  range  the  manufacturing  facilities 
are  adequate  to  insure  the  orderly  dis¬ 
position  of  the  market’s  reserve  supply 
and  milk  moving  a  greater  distance  can 
be  presumed  to  be  for  Class  I  uses.  On 
shipments  beyond  such  distance  there¬ 
fore  it  is  not  necessary  and  it  is  not 
administratively  feasible  for  the  order 
to  provide  classification  on  the  basis  of 
verified  utilization  in  the  nonpool  plant 
to  which  shipment  is  made. 

In  the  case  of  fluid  milk  products 
transferred  from  pool  plants  to  fully 
regulated  plants  under  another  order, 
specific  rules  should  apply  to  coordinate 
the  classification  under  both  orders. 
Specifically,  fluid  milk  products  trans¬ 
ferred  to  an  other  order  plant  in  excess 
of  receipts  from  such  plant  in  the  same 
category  (packaged,  bulk  designated  for' 
surplus  disposal,  or  bulk  milk  not  so  des¬ 


ignated)  should  be  classified  in  the 
classes  to  which  allocated  as  a  fluid  milk 
product  under  the  other  order.  If  the 
operators  of  both  the  transferor  and 
transferee  plants  so  request  in  the  re¬ 
ports  of  receipts  and  utilization  filed  with 
their  respective  market  administrator, 
transfers  in  bulk  form  should  be  classi¬ 
fied  as  Class  n  to  the  extent  that  Class 
n  utilization  (or  comparable  utilization 
under  such  other  order)  is  available  for 
such  assignment  pursuant  to  the  alloca¬ 
tion  provisions  of  the  transferee  order. 
If,  however,  information  concerning  the 
classification  to  which  allocated  under 
the  order  is  not  available  to  the  market 
administrator  for  purposes  of  establish¬ 
ing  classification  pursuant  to  this  para¬ 
graph,  classification  should  be  as  Class 
I,  subject  to  adjustment  when  such  in¬ 
formation  is  available.  For  these  pur¬ 
poses,  also  if  the  transferee  order  pro¬ 
vides  for  more  than  two  classes  of  utili¬ 
zation,  milk  allocated  to  a  class  consist¬ 
ing  primarily  of  fluid  milk  products  shall 
be  classified  as  Class  I,  and  milk  allo¬ 
cated  to  other  classes  should  be  classified 
as  Class  n. 

If  the  form  in  which  a  fluid  milk  prod¬ 
uct  is  transferred  to  an  other  order  plant 
is  not  defined  as  a  fluid  milk  product 
under  such  other  order,  classification 
should  be  in  accordance  with  the  form  in 
which  it  leaves  the  transferor  plant. 
This  would  be  the  case  where  the  classi¬ 
fication  of  a  product  differs  in  the  ship¬ 
ping  and  receiving  markets  and  accord¬ 
ingly  identical  classification  will  not  be 
possible.  These  differences  exist  pri¬ 
marily  because  the  health  authorities  in 
different  areas  have  varying  require¬ 
ments  with  respect  to  the  use  of  Grade 
A  milk  in  some  milk  products.  Hence, 
the  order  provisions  must  be  designed  to 
accommodate  the  differences  in  classifi¬ 
cation  which  might  exist  in  this  order 
compared  to  any  order  market  from 
which  such  product  is  received. 

A  product,  for  instance  sour  cream, 
which  is  defined  as  a  fluid  milk  product 
(Class  I)  in  this  market,  may  not  be  so 
defined  in  another  market  to  which  ship¬ 
ment  is  made.  In  such  case,  any  trans¬ 
fer  of  sour  cream  between  these  markets 
would  be  classified  in  the  class  deter¬ 
mined  by  the  provisions  of  this  order. 
The  allocation  to  classes  in  the  other 
order  would  be  in  accordance  with  the 
provisions  of  such  other  order. 

Allocation.  The  order  provides  for 
determining  the  value  of  Grade  A  milk 
received  from  producers  each  month  at 
a  plant  on  the  basis  of  its  classification. 
It  is  necessary,  therefore,  that  the  order 
determine  assignment  of  milk  from  all 
the  various  sources  to  each  use  classifi¬ 
cation. 

The  system  of  allocation  of  receipts 
to  class  utilizations  must  be  similar  to 
the  system  of  allocation  in  the  decision 
of  the  Assistant  Secretary  issued  June  19, 
1964  (29  F.R.  9109)  for  26  Federal  orders. 
The  latter  was  designed  to  integrate  into 
the  regulatory  plan  of  each  of  the  orders 
milk  which  is  not  subject  to  classified 
pricing  under  any  order,  and  to  apply 
the  regulatory  plan  of  each  of  the  Fed¬ 
eral  orders  to  milk  regulated  under  an¬ 
other  order  which  is  disposed  of  from 
the  other  order  plant  on  routes  in  the 


FEDERAL  REGISTER 


2069 


Saturday,  February  13,  1965 


marketing  area,  or  Is  received  at  a  fully 
regulated  plant.  Inasmuch  as  that  de¬ 
cision  set  forth  the  standards  for  deal¬ 
ing  with  unregulated  milk  under  Federal 
orders  generally,  it  is  desirable  that  the 
system  of  allocation  under  this  order  be 
similar.  Further,  the  treatment  of  other 
order  milk  should  conform  with  the  plan 
stated  in  that  decision  so  as  to  coordinate 
the  applicable  regulations  on  all  move¬ 
ments  of  milk  between  Federal  order 
markets.  Except  for  relatively  minor 
variations  to  accommodate  this  individ¬ 
ual  market’s  situations,  the  general 
scheme  of  allocation  must  be  based  on 
the  considerations  of  coordination  among 
markets  and  uniform  treatment  of  un¬ 
regulated  milk  in  the  several  markets. 

Milk  received  at  regulated  plants  from 
unregulated  plants.  When  unregulated 
milk  eligible  for  distribution  in  the 
market  in  fluid  form  is  received  by  a 
regulated  handler  at  his  pool  plant, 
provision  must  be  made  for  its  alloca¬ 
tion  to  the  total  available  classification  of 
the  pool  plant,  and  for  providing  an  ap¬ 
propriate  rate  of  payment  to  the  pro¬ 
ducer-settlement  fund  on  any  such  milk 
allocated  to  Class  I. 

The  order  should  provide  that  fluid 
milk  products  moved  from  an  unregu¬ 
lated  plant  to  a  pool  plant  be  classified 
as  Class  n  milk  if  so  reported  by  the 
operator  of  the  regulated  plant.  Milk 
may  be  purchased  by  a  pool  plant  opera¬ 
tor  from  an  unregulated  plant  either  for 
use  in  his  manufacturing  operation  or  in 
connection  with  his  Class  I  requirements. 
When  the  purchase  is  for  manufacturing, 
the  order  should  accommodate  this  by 
providing  that  such  milk  be  allocated  to 
the  lowest  price  class  utilization  in  the 
pool  plant.  This  treatment  of  unregu¬ 
lated  milk  received  at  pool  plants  will 
further  serve  to  accommodate  unregu¬ 
lated  plants  which  have  surplus  milk  but 
do  not  have  manufacturing  facilities, 
since  it  will  make  available  as  an  outlet 
the  manufacturing  facilities  of  pool 
plants  without  involving  the  unregulated 
plant  in  the  regulation.  When,  how¬ 
ever,  manufacturing  utilization  in  a 
regulated  plant  is  insufficient  for  the  as¬ 
signment  of  all  fluid  milk  products  from 
unregulated  plants  to  the  agreed  manu¬ 
facturing  use,  the  remainder,  of  course, 
must  be  allocated  to  Class  I. 

Other  categories  of  milk  receipts  as¬ 
signed  first  to  Class  EL  use  (down 
allocated)  should  include  receipts  from 
producer-handlers;  receipts  without 
Grade  A  certification,  and  reconstituted 
milk.  The  reasons  for  such  assignment 
are  explained  in  subsequent  findings  on 
these  specific  types  of  receipts. 

With  respect  to  the  general  category 
of  milk  received  from  unregulated  plants 
(not  producer-handlers,  however)  the 
order  should  provide  that  (within  limits) 
unregulated  milk  received  at  a  pool  plant, 
which  is  not  specifically  designated  for 
manufacturing  use,  be  assigned  a  classi¬ 
fication  which  is  pro  rata  to  regulated 
milk  received  by  the  operator  of  such 
plant.  This  should  be  provided  because 
classification  of  bulk  milk  cannot  be  de¬ 
termined  on  the  basis  of  its  inherent 
characteristics  as  either  Class  I  (i.e., 
in  bottles)  or  as  surplus  (i.e.,  as  in  manu¬ 
factured  products).  Its  classification 


depends  upon  its  utilization  by  the  han¬ 
dler  who  receives  it.  Unless  the  regu¬ 
lated  handler  accepts  the  milk  for  Class 
n  use,  a  method  as  described  herein 
must  be  provided  for  assigning  the  un¬ 
regulated  bulk  milk  to  classes  of  use. 
By  assigning  it  pro  rata  with  regulated 
milk  (within  limits),  its  indeterminate 
character  as  Class  I  or  II  will  be  recog¬ 
nized  up  to  the  limit  provided. 

A  limit  must  be  placed  on  the  amount 
of  unregulated  milk  which  may  share 
full  classification  with  regulated  milk. 
The  receipt  of  unregulated  milk  in  a 
regulated  handler’s  operation  is  always 
a  source  of  danger  to  the  regulatory 
plan.  Handlers  often  obtain  unregulated 
milk  because  it  is  a  cheaper  source  of 
supply  than  regulated  milk.  Unless  some 
limitation  is  placed  on  the  volume  of  un¬ 
regulated  milk  that  may  be  prorated,  a 
handler  with  a  supply  of  regulated  milk 
adequate  for  his  Class  I  requirements 
could  acquire  cheaper  unregulated  milk 
to  increase  his  manufacturing  uses. 
This  milk  would  share  in  his  Class  I 
utilization  while  an  equal  volume  of 
regulated  milk  would  be  assigned  to  the 
expanded  surplus  use.  This  would  im¬ 
pair  the  effectiveness  of  the  regulation. 

The  limit  placed  on  the  amount  of  un¬ 
regulated  milk  to  be  assigned  pro  rata 
with  regulated  milk  is  such  that  when, 
as  a  result  of  proration  or  assignment,  as 
much  as  20  percent  of  all  regulated  milk 
in  the  handler’s  plants  is  assigned  to  Class 
n,  all  additional  unregulated  milk  will 
then  be  assigned  to  Class  II.  A  reserve 
of  milk  for  fluid  requirements  on  a  mar¬ 
ketwide  basis  more  or  less  than  20  per¬ 
cent  of  all  handlers’  receipts  may  be  re¬ 
quired,  depending  upon  seasonal  and 
other  considerations.  An  individual 
handler  associated  with  a  regulated  fluid 
market  (whose  main  purpose  is  to  fur¬ 
nish  Class  I  milk  to  the  market)  will  not 
need  unregulated  milk  for  the  purpose  of 
maintaining  an  adequate  supply  to  serv¬ 
ice  Class  I  sales  in  amounts  which  will 
increase  his  reserve  above  20  percent  of 
his  total  receipts  in  any  given  month. 
Whenever  a  handler  has  a  milk  supply 
such  that  20  percent  of  his  receipts  are 
in  Class  n,  he  is  fully  supplied  for  fur¬ 
nishing  a  regulated  Class  I  market. 
Even  though  a  situation  could  conceiv¬ 
ably  arise  where,  because  of  the  disrup¬ 
tion  of  normal  supplies,  a  handler  re¬ 
ceives  milk  from  unregulated  sources  in 
excess  of  the  quantities  that  may  be  pro¬ 
rated,  the  attainment  of  effective  regu¬ 
lation  nevertheless  requires  the  imposi¬ 
tion  of  this  limit. 

It  is  provided  that  in  assigning  un¬ 
regulated  bulk  milk  for  purposes  of 
classification,  the  overall  utilization  of 
the  handler  at  all  of  his  plants  regulated 
under  the  order*  (rather  than  the  utili¬ 
zation  at  a  single  plant)  should  be  used. 
This  is  necessary  for  the  same  reasons, 
set  forth  later  in  this  decision,  which 
apply  to  receipts  of  milk  from  plants 
regulated  by  other  orders. 

Payment  at  the  difference  between  the 
Class  I  and  uniform  prices  should  be 


*Such  total  utilization  would  be  subject 
to  certain  prior  deductions  for  receipts  as¬ 
signed  to  tbe  surplus  classification  as  men¬ 
tioned  In  prior  findings. 


made  by  the  receiving  handler  into  the 
producer-settlement  fund  on  the  portion 
of  unregulated  milk  which  is  assigned  to 
Class  I  through  proration.  During  the 
months  of  March  through  July,  however, 
base  and  excess  pricing  applies.  For  the 
purpose  of  computing  a  rate  of  payment 
on  unregulated  milk  during  March 
through  July,  a  weighted  average  price 
must  be  computed  in  a  manner  identical 
with  the  computation  of  the  uniform 
price  in  other  months.  There  can  be  no 
question  that  the  Class  I  price  basically 
should  apply  to  both  regulated  and  un¬ 
regulated  milk  used  in  a  fully  regulated 
plant  as  Class  I  milk.  To  attribute  any 
different  valuation  on  the  unregulated 
milk  would  automatically  result  in  in¬ 
equity  as  compared  with  regulated  milk 
similarly  utilized. 

Although  there  is  no  room  for  doubt  as 
to  the  need  to  attribute  a  Class  I  value 
for  any  milk  so  utilized  (the  minuend), 
the  proper  credit  to  be  allowed  to  milk 
from  unregulated  plants  is  not  clear,  i.e., 
what  subtrahend  should  be  used  in  such 
a  payment  formula.  It  may  be  expected 
that  in  many  situations  a  payment  at 
any  lesser  rate  than  the  difference  be¬ 
tween  the  Class  I  minimum  price  and 
the  value  of  such  milk  as  surplus  would 
give  unwarranted  price  advantage  to  un¬ 
regulated  milk  over  producer  milk  simi¬ 
larly  utilized. 

Milk  at  unregulated  plants  may  be 
purchased  from  dairy  farmers  on  a  flat 
price  basis  without  regard  to  use  classi¬ 
fication.  Although  most  of  the  milk 
so  purchased  by  the  unregulated  plant 
operator  may  be  intended  for  local  dis¬ 
tribution  outside  the  regulated  market, 
excess  milk  supplies  on  a  daily  and 
seasonal  basis  will  arise  as  they  also 
do  in  regulated  plants. 

This  frequently  leaves  excess  milk  at 
unregulated  plants  which  is  truly  surplus 
to  the  normal  fluid  needs  of  those  plants. 
This  situation  is  accentuated  at  certain 
times  of  the  year  when  there  are  charac¬ 
teristic  seasonal  increases  in  the  produc¬ 
tion  of  milk  without  corresponding  in¬ 
creases  in  the  demand  for  milk.  If  it 
were  not  for  the  sale  in  the  regulated 
market,  such  milk  would  have  no  higher 
value  to  the  plant  operator  than  its  sur¬ 
plus  value.  In  such  circumstances,  the 
operator  of  such  an  unregulated  plant, 
including  the  fringe  distributor,  has 
great  incentive  to  “dump”  his  surplus 
milk  into  the  regulated  market  or  its 
supply  system  at  any  price  higher  than  a 
surplus  price  and  thereby  obtain  a  com¬ 
petitive  advantage  for  such  milk  over 
regulated  milk.  Regulated  handlers 
cannot  similarly  convert  otherwise  sur¬ 
plus  Class  n  milk  into  Class  I  utilization 
without  accounting  to  the  producer-set¬ 
tlement  fund  at  the  full  difference  be¬ 
tween  these  two  utilizations,  i.e.,  they 
account  at  Class  I  rather  than  Class  II. 
There  would  then  appear  to  be  substan¬ 
tial  justification  for  the  same  rate  of 
charge  against  milk  from  unregulated 
plants  obtained  and  used  in  similar  cir¬ 
cumstances. 

Notwithstanding  the  fact  that  surplus 
milk  is  obviously  available  to  handlers 
from  time  to  time,  there  is  no  indication 
that  they  have  exploited  their  opportuni¬ 
ties  to  use  such  milk.  It  is  concluded, 
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therefore,  in  the  light  of  the  decision  of 
the  Supreme  Court  in  the  Lehigh  Valley 
case,  and  because  of  the  administrative 
difficulty  in  determining  whether  par¬ 
ticular  milk  from  an  unregulated  plant 
utilized  as  Class  I  in  this  market  actually 
had  only  a  surplus  value  or  cost  at 
source,  that  the  charge  should  be  limited 
to  the  difference  between  the  Class  I  price 
and  the  market  order  uniform  price 
(weighted  average  price  for  the  months 
March  through  July) ,  both  adjusted  for 
butterfat  content  and  the  location  of 
the  unregulated  plant  from  which  the 
milk  was  received.  Although  the  use 
of  the  uniform  price  as  the  subtrahend 
will  not  assure  complete  removal  of  the 
minimum  price  advantage  which  may 
exist  for  some  milk  for  the  reasons  just 
stated,  it  nevertheless  will  serve  to  mini¬ 
mize  this  advantage  in  such  cases,  and 
generally  should  be  an  equitable  means 
of  providing  a  reasonable  measure  of 
protection  to  the  regulatory  plan.  If 
subsequent  experience  shows  that  such 
payment  is  not  protecting  the  regulatory 
plan,  then,  on  the  basis  of  specific  evi¬ 
dence,  another  rate  of  payment  or  an¬ 
other  plan  will  need  to  be  devised. 

As  a  means  of  carrying  out  the  equal¬ 
ization  provided  by  market  pooling,  reg¬ 
ulated  handlers  are  required  to  pay  this 
minimum  uniform  price  to  their  own 
producers  and,  in  addition,  are  required 
to  pay  to  the  producer-settlement  fund 
the  full  difference  between  the  Class  I 
price  and  such  uniform  price  on  all  reg¬ 
ulated  milk  classified  as  Class  I  because 
of  its  use  as  fluid  milk.  Unregulated 
milk  similarly  used  as  Class  I  milk  by  a 
regulated  handler  likewise  should  carry 
a  payment  to  the  producer-settlement 
fund  at  least  at  the  same  rate  as  that  re¬ 
quired  of  regulated  milk.  If  the  handler 
buys  regulated  milk  at  a  price  in  excess 
of  the  uniform  price,  he  receives  no 
credit  for  this  excess  payment  in  ac¬ 
counting  to  the  producer-settlement 
fund.  Neither  should  he  receive  credit 
for  any  amount  paid  for  unregulated 
milk  in  excess  of  the  uniform  price. 
Both  the  regulated  and  unregulated  milk, 
therefore,  will  be  credited  at  only  the 
uniform  price  in  accounting  the  pro¬ 
ducer-settlement  fund. 

These  payments  are  not  unfair  or 
burdensome  to  the  dairy  farmer  supply¬ 
ing  the  unregulated  plant,  whose  milk  is 
used  as  Class  I  milk  by  a  federally  reg¬ 
ulated  handler.  The  allowance  of  a 
credit  for  milk  from  unregulated  plants 
used  as  Class  I  by  the  regulated  handler 
at  the  uniform  price  level  will  provide 
opportunity  to  the  unregulated  plant  op¬ 
erator  to  pay  his  dairy  farmers  at  least 
the  uniform  price  on  these  Class  I  sales. 
The  order  cannot,  of  course,  guarantee 
to  the  dairy  farmer  that  his  purchaser 
in  fact  will  pay  this  full  uniform  price 
to  him. 

The  order  must  contain  provisions  of 
this  kind  which  serve  to  adequately  relate 
to  the  total  scheme  of  regulation  that 
milk  received  by  regulated  handlers 
which  is  not  subject  to  full  regulation. 
Otherwise,  the  very  existence  of  the 
market  pool  order  may  establish  the  con¬ 
dition  which  makes  impractical  the  at¬ 
tainment  of  the  regulatory  objective  of 


stabilizing  the  market  in  the  manner 
prescribed  by  the  statute.  Consequently, 
the  Secretary  must  protect,  to  the  ex¬ 
tent  consistent  with  the  Act,  the  regula¬ 
tory  plan  in  any  marketing  area  against 
defeat  or  impairment  because  of  the  in¬ 
troduction  into  the  marketing  area  of 
milk  from  unregulated  sources  which  is 
not  subject  to  full  regulation. 

There  may  be  instances  where  a  dis¬ 
tributor  is  subject  to  State  milk  control 
and  pays  the  State  minimum  price  on  all 
of  his  receipts  of  milk  including  some 
that  is  assigned  as  Class  I  in  a  federally 
regulated  market.  The  method  of  as¬ 
signment  and  rate  of  payment  into  the 
producer-settlement  fund  applicable 
to  other  unregulated  milk  must  also  be 
applied  to  this  source  of  “unregulated” 
milk  even  though  the  State  regulated 
distributor  may  have  paid  a  price  for 
the  Class  I  milk  disposed  of  in  the  Fed¬ 
eral  order  market  that  was  higher  than 
the  uniform  price  established  by  the  Fed¬ 
eral  order.  This  is  necessary  for  the 
same  reasons  as  apply  to  any  operator  of 
a  plant  who,  for  whatever  reasons,  pays 
a  price  for  milk  higher  than  the  Federal 
order  uniform  price. 

The  evidence  does  not  show  that  pack¬ 
aged  milk  is  received  from  unregulated 
plants.  However,  in  case  such  a  con¬ 
tingency  should  arise  in  the  future,  a 
rule  for  dealing  with  it  must  be  provided. 
In  the  absence  of  evidence  as  to  a  specific 
method  of  dealing  with  such  receipts,  it 
should  be  provided  that  packaged  milk 
received  from  an  unregulated  plant  will 
be  treated  the  same  as  bulk  milk. 

Producer-handler  surplus,  reconsti¬ 
tuted  milk,  non-Grade  A  milk.  Certain 
milk  by  its  very  nature  must  be  treated 
as  surplus  when  received  at  market  pool 
plants  regulated  by  a  Federal  order 
and,  therefore,  it  must  be  assigned  a 
surplus  value.  One  such  source  is  milk 
received  at  a  regulated  plant,  in  either 
bulk  or  packaged  form,  from  a  producer- 
handler  (under  any  Federal  order) .  An¬ 
other  source  is  milk  produced  by  the 
reconstitution  to  fluid  form  of  manu¬ 
factured  dairy  products,  such  as  fluid 
skim  milk  made  by  the  addition  of  water 
to  nonfat  dry  milk.  Still  another  source 
is  milk  of  manufacturing  grade  (non- 
Grade  A  milk)  which  is  not  eligible  for 
disposition  for  fluid  consumption  in  the 
market.  As  to  milk  from  these  sources, 
a  payment  into  the  producer-settlement 
fund  at  the  difference  between  the  Class 
I  and  surplus  prices  must  be  required 
of  the  receiving  handler  when  such  milk 
is  allocated  to  Class  I,  following  “down- 
allocation”  to  the  extent  it  can  be  ab¬ 
sorbed  in  lower  priced  uses. 

In  this  order  as  in  most  other  orders 
the  producer-handler  is  exempt  from 
the  pooling  and  pricing  provisions.  This 
exemption  is  based  on  the  principle  that 
the  producer-handler  assumes  the  bur¬ 
den  of  disposing  of  his  milk  supplies  in 
excess  of  his  Class  I  milk  needs.  Being 
exempt  from  these  provisions  of  the  or¬ 
der  makes  it  possible  for  the  producer- 
handler  to  retain  the  full  return  from 
his  Class  I  sales  of  milk  on  routes  even 
though  such  sales  are  in  competition 
with  regulated  handlers. 

Producer-handlers  are  primarily  en¬ 
gaged  in  the  distribution  of  Class  I  milk. 


Normally  they  do  not  maintain  facilities 
for  processing  and  manufacturing  any 
milk  produced  in  excess  of  the  Class  I 
needs.  Because  of  seasonality  of  mnir 
production  and  for  other  reasons,  pro¬ 
ducer-handlers  will  produce  some  mny 
in  excess  of  their  Class  I  needs.  The 
best  available  outlets  for  this  sur¬ 
plus  milk  usually  are  to  fully  regulated 
plants  in  the  market.  In  view  of  a 
producer-handler’s  limited  capacity  for 
utilizing  excess  supplies  of  milk,  it  is 
often  economically  advantageous  for 
him  to  dispose  of  such  excesses  at  sur¬ 
plus  prices  to  regulated  handlers.  Such 
milk,  therefore,  would  be  available  to 
regulated  handlers  at  surplus  prices. 
Under  these  circumstances,  it  would  not 
be  appropriate  to  allow  the  regulated 
handler  credit  from  the  producer-settle¬ 
ment  fund  at  more  than  a  surplus  price 
for  any  such  purchases. 

Inasmuch  as  a  producer-handler’s  ap¬ 
propriate  competitive  relationship  with 
other  handlers  and  with  other  producers 
depends  upon  the  producer-handler  as¬ 
suming  the  burden  of  his  own  surplus, 
an  equitable  relationship  among  the  sev¬ 
eral  groups  would  not  be  achieved  if  a 
producer-handler  were  allowed  to  dis¬ 
pose  of  his  surplus  and  obtain  the  uni¬ 
form  price  for  such  surplus.  As  long  as 
the  producer-handler  has  the  advantage 
of  enjoying  the  full  benefit  of  his  own 
Class  I  route  sales  without  sharing  them 
with  other  producers  he  should  not  also 
receive  Class  I  benefit  from  a  market 
pool,  at  the  expense  of  producers,  for 
any  of  his  milk  which  he  is  unable  to 
sell  in  such  way.  Surplus  milk  purchases 
from  producer-handlers  operating  un¬ 
der  another  order  has  the  same  poten¬ 
tial  for  creating  disorderly  marketing 
conditions  as  surplus  from  producer- 
handlers  operating  under  the  same  or¬ 
der.  Therefore,  no  distinction  in  treat¬ 
ment  for  such  milk  should  be  provided. 

The  order  should  provide,  therefore, 
that  milk  received  from  producer-han¬ 
dlers  at  a  pool  plant  should  first  be  as¬ 
signed  to  Class  n  milk  at  the  pool  plant. 
If  any  is  then  assigned  to  Class  I,  a  pay¬ 
ment  into  the  producer-settlement  fund 
at  the  Class  I-surplus  price  difference 
should  be  applied.  Such  rate  of  payment 
on  receipts  by  federally  regulated  han¬ 
dlers  of  milk  from  producer-handlers 
was  ratified  by  Congress  at  the  time  pro¬ 
visions  of  the  Agricultural  Adjustment 
Act  of  1933,  as  amended  in  1935,  author¬ 
izing  the  issuance  of  milk  orders,  were 
reenacted  by  the  passage  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937.  During  the  period  between  August 
24,  1935,  and  June  3,  1937,  the  effective 
date  of  the  latter  Act.  six  Federal  milk 
orders  were  issued  under  such  Agricul¬ 
tural  Adjustment  Act.  Two  of  such  milk 
orders  (Greater  Kansas  City,  Mo.,  and 
Fall  River,  Mass.) ,  placed  in  effect  dur¬ 
ing  this  period,  contained  provisions  re¬ 
quiring  handlers  who  used  bulk  milk 
received  from  producer-handlers  in  other 
than  the  lowest  priced  classification  to 
pay  the  difference  between  the  class  use 
price  and  the  lowest  class  (surplus)  price 
for  such  milk  as  part  of  the  handler’s 
total  obligation  for  milk.  Such  payment 
was  distributed,  together  with  the  class!- 
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fled  value  of  producer  milk  of  the  han¬ 
dler,  through  the  market  pool  * 

A  surplus  value  likewise  is  properly 
assigned  to  reconstituted  milk  (for  in¬ 
stance,  the  result  of  combining  nonfat 
dry  milk  or  condensed  milk  with  water) . 
The  products  used  in  such  reconstitu¬ 
tion  process  are  made  from  milk  which 
always  carries  a  manufacturing,  or  sur¬ 
plus  value.  Producer  milk  used  to  pro¬ 
duce  such  products  is  priced  as  surplus. 
Since  the  milk  used  to  produce  these 
products  is  originally  priced  as  surplus 
milk,  payment  into  the  producer-settle¬ 
ment  fund  at  the  difference  between  the 
Class  I  and  surplus  price  is  necessary  to 
Insure  competitive  equity  with  producer 
milk  when  reconstituted  milk  is  used  in 
Class  I.  No  recognition  should  be  given 
to  processing  costs  involved  in  the  man¬ 
ufacture  of  the  products  derived  from 
unregulated  milk  and  used  in  reconsti¬ 
tution,  since  similar  costs  are  incurred 
in  processing  producer  milk  into  such 
products. 

Nonfat  dry  milk  and  condensed  milk 
also  may  be  added  to  fluid  milk  products 
to  increase  the  nonfat  solids  content 
thus  making  so-called  “fortified”  fluid 
milk  products.  The  incentive  for  han¬ 
dlers  to  use  nonfat  milk  solids  to  fortify 
fluid  milk  products  arises  from  the  spe¬ 
cific  demands  of  consumers.  The  in¬ 
creased  emphasis  on  low-fat  diets  and 
the  high  nutritional  value  of  nonfat 
solids  in  relation  to  their  weight  have 
contributed  to  the  increased  demand  for 
added  nonfat  solids  in  fluid  milk  prod¬ 
ucts. 

Such  products  are  distinguished  from 
reconstituted  products,  however,  in  that 
the  resulting  volume  of  fluid  product  is 
not  increased  appreciably  since  no  water 
k  added.  The  essential  economic  differ¬ 
ence  in  the  use  of  milk  solids  for  forti¬ 
fication  of  fluid  milk  products  versus 
their  use  for  reconstitution  is  recognized 
in  the  class  use  definitions.  The  class 
use  definitions,  which  provide  that  the 
fluid  equivalent  of  the  added  solids  shall 
be  Class  n  (excepting  the  minor  quan¬ 
tity  of  increase  in  volume  of  the  forti¬ 
fied  product) ,  and  the  allocation  provi¬ 
sions  which  would  assign  the  fluid 
equivalent  of  solids  used  to  Class  n  milk, 
accomplish  appropriate  accounting  and 
result  in  a  proper  obligation  against  the 
handler. 

Milk  of  manufacturing  grade  is  not 
eligible  for  fluid  (Class  I)  uses  under  the 
requirements  of  the  health  authorities 
in  the  market.  In  dual-purpose  plants, 
however,  such  milk  could  find  its  way  in¬ 
to  Class  I  in  the  pool  plant.  The  ap- 


*7  U.S.C.  section  672,  which  contains  the 
codified  language  of  section  4  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of  1937, 
ss  amended,  6tates  In  paragraph  (a)  “Noth¬ 
ing  In  this  Act  shall  be  construed  as  invali¬ 
dating  any  marketing  agreement,  license, 
or  order,  or  any  regulation  relating  to  or 
any  provision  of,  or  any  act  of  the  Secre¬ 
tary  of  Agriculture  in  connection  with  any 
such  agreement,  license  or  order  which  has 
been  executed.  Issued,  approved,  or  done 
under  sections  601-608,  608a,  608b,  608c, 
608d-612,  613,  614-619,  620,  623,  624  Of  this 
title,  but  such  marketing  agreements,  li¬ 
censes,  orders,  regulations,  provisions,  and 
acts  are  expressly  ratified,  legalized  and  con¬ 
firmed.” 


proprlate  value  which  attaches  to  such 
milk  is  the  surplus  price  because  such 
price  accurately  reflects  its  value  as 
manufacturing  milk  only.  The  manu¬ 
facturing  value  is  the  price  which  proc¬ 
essors  pay  for  this  grade  of  milk.  Re¬ 
ceipts  at  a  market  pool  plant  of  manu¬ 
facturing  grade  milk,  therefore,  should 
be  assigned  first  to  use  in  Class  n.  But 
should  any  manufacturing  grade  milk 
be  assigned  to  Class  I,  a  payment  into 
the  producer-settlement  fund  at  the  dif¬ 
ference  between  the  Class  I  and  surplus 
prices  likewise  would  be  necessary  to 
remove  the  competitive  advantage  this 
milk  would  have  in  relation  to  producer 
milk.  Health  authorities  require  that 
the  source  of  milk  eligible  for  fluid  con¬ 
sumption  (Grade  A  milk)  must  be 
Identified.  Any  receipts  from  unidentifi¬ 
able  sources  must  therefore  be  treated  as 
milk  of  manufacturing  grade. 

Receipts  from  other  order  plants.  The 
order  should  provide  for  the  assign¬ 
ment  to  Class  I  (i.e.,  to  be  deducted  from 
gross  Class  I  milk  in  the  receiving  plant) 
of  98  percent  of  packaged  fluid  milk 
products  received  from  a  fully  regulated 
plant  under  another  order.  The  remain¬ 
ing  2  percent  should  be  assigned  to 
Class  n.  The  2  percent  may  be  con¬ 
sidered  as  a  safeguard  against  possible 
“over- assignment”  of  milk  to  Class  I  in 
the  originating  market  (i.e.,  the  assign¬ 
ment  to  such  market  of  a  transferred 
quantity  which  is  greater,  from  a  practi¬ 
cal  standpoint,  than  normally  can  be 
disposed  of  as  Class  I  in  the  receiving 
market).  Since  it  is  reasonable  to  ex¬ 
pect  some  route  returns  will  be  associ¬ 
ated  with  intermarket  transfers  just  as 
there  are  in  connection  with  milk  locally 
processed  in  the  receiving  market,  a 
small  allowance  of  2  percent  for  such 
returns,  which  must  fall  into  surplus 
use,  should  be  included  to  avoid  such 
over-assignment  in  Class  I. 

Prior  to  amendments  to  orders  effec¬ 
tive  August  1,  1964,  a  variety  of  classifi¬ 
cation  methods  had  applied  to  inter¬ 
market  transfers  of  bulk  milk.  Such  a 
variety  of  methods  could  not  achieve  the 
objective  of  appropriately  integrating  in¬ 
to  the  respective  regulatory  schemes  in 
a  uniform  and  consistent  way  inter¬ 
market  shipments  of  regulated  milk. 
Following  the  pattern  of  such  amend¬ 
ments,  “surplus”  classification  (Class  n 
milk)  should  apply  whenever  the  parties 
involved  agree  that  the  shipment  is  for 
manufacturing  use  in  the  second  market. 
A  higher  classification  would  result  only 
when  it  is  found,  on  verification,  that 
some  portion  of  the  milk  could  not  have 
been  used  for  manufacturing  uses.  This 
portion  would  then  be  reclassified  as 
Class  I. 

Interorder  shipments  of  bulk  milk 
which  are  not  classified  as  Class  n  by 
agreement  should  be  classified  as  Class 
I  and  Class  II  on  the  basis  of  the  market¬ 
wide  utilization  of  producer  milk.  Such 
classification  should  be  limited,  however 
so  that  the  quantity  of  milk  assigned  to 
Class  II  is  not  greater  than  the  receiv¬ 
ing  handler  has  utilized  as  Class  n. 

The  order  should  not  provide  for 
marketwide  proration  of  milk  received 
from  another  order  plant  when  the  re¬ 
ceiving  handler  has  a  greater  proportion 


of  milk  in  Class  n  than  the  average  in 
the  receiving  market.  Marketwide  pro¬ 
ration  of  receipts  of  milk  from  other 
markets  is  designed  to  deal  primarily 
with  milk  received  by  a  handler  who  is 
supplementing  his  local  supply  for  Class 
I  use.  Marketwide  proration  would  tend 
to  encourage  unduly  and  uneconomically 
the  importation  of  milk  by  a  handler 
with  a  higher  proportion  of  milk  in  Class 
n  than  the  market  average  because  it 
would  assign  a  disproportionate  share  of 
local  producers’  milk  to  Class  n. 

The  particular  classification  which  is 
given  to  bulk  transfers  from  other  orders 
will  be  within  the  control  of  the  receiving 
handler  and  there  will  be  no  monetary 
obligation  placed  on  him  for  this  milk 
by  the  receiving  market  order.  Inasmuch 
as  other  Federal  orders  from  which  milk 
might  be  received  have  provisions  corre¬ 
sponding  to  those  herein  adopted,  the 
situation  will  not  arise  where  milk  trans¬ 
ferred  would  be  classified  as  Class  I  in 
the  shipping  market  and  Class  n  in  this 
market  since  the  same  classification 
would  apply  in  both  markets. 

Assigning  the  bulk  receipts  from  other 
order  plants  to  the  handler’s  system  uti¬ 
lization  will  prevent  a  handler  with  more 
than  one  plant  from  discriminating 
against  either  his  own  producers  or  those 
supplying  the  other  Federal  order  mar¬ 
ket  by  importing  milk  not  serving  a  bona 
fide  need  for  Class  I  use.  It  should  be 
provided,  therefore,  that  assignments  of 
interorder  bulk  milk  should  be  made  over 
all  utilization  of  milk  at  all  the  handler’s 
regulated  plants  in  the  receiving  market. 
In  this  order  allocation  is  on  a  plant-by¬ 
plant  basis.  Accordingly,  provision  is 
made  herein  that  the  allocation  of  bulk 
receipts  from  other  orders  at  a  plant  shall 
be  on  a  system  basis,  irrespective  of  in¬ 
dividual-plant  accounting  for  other  pur¬ 
poses  of  the  order. 

Handlers  who  receive  milk  from  other 
orders  or  from  unregulated  plants  should 
be  precluded  from  transferring  such  milk 
to  regulated  plants  of  other  handlers  at 
a  utilization  higher  than  would  have  re¬ 
sulted  from  a  direct  receipt  at  the  second 
plant.  Unless  the  order  so  provides  it 
would  be  possible  to  use  a  plant  with  high 
Class  I  utilization  as  a  conduit  for  re¬ 
ceiving  milk  from  plants  subject  to  other 
orders  and  avoid  the  allocation  provi¬ 
sions  of  the  order  which  apply  to  milk 
received  directly  from  other  orders  and 
from  unregulated  plants. 

In  any  month  in  which  bulk  milk  is 
received  in  the  market  (without  agree¬ 
ment  as  to  Class  n  classification  on  the 
part  of  the  handlers  involved  in  the 
transfer)  it  will  be  necessary  that  the 
administrator  in  the  shipping  market 
know  the  classification  of  such  milk  on 
or  about  the  date  when  handler  reports 
are  due  under  that  order.  Since  the  re¬ 
porting  dates  under  orders  are  very  simi¬ 
lar,  it  is  possible  the  market  administra¬ 
tor  may  not  have  complete  information 
to  compute  his  exact  marketwide  utiliza¬ 
tion  of  producer  milk  by  the  time  the 
classification  of  a  transfer  is  needed  by 
the  administrator  in  the  shipping  market. 
It  is  provided,  therefore,  that,  when  nec¬ 
essary,  the  market  administrator  will 
estimate  the  marketwide  utilization  of 
producer  milk  for  purposes  of  determin- 
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ing  the  allocation  of  bulk  milk  received  year-round  price  without  seasonal  been  appropriate  and  should  be  con- 
from  other  orders.  It  is  provided,  that  variation.  tinued. 

such  estimate  will  be  made  and  publicly  In  terms  of  annual  levels,  the  Class  I  In  recent  years  no  seasonality  of  pric- 
announced  to  the  nearest  whole  percent-  price  differentials  in  the  general  area  ing  has  been  provided  in  the  Mississippi 
age  and,  for  this  purpose  will  be  final.  previously  covered  by  the  Central  Mis-  Federal  order  prices.  Base  plans  have 
Federal  orders  generally  provide  that  sissippi  order  should  be  $2,167  per  been  included  in  each  of  the  orders,  how- 
the  administrator  of  any  order  receiving  hundredweight.  The  general  area  now  ever,  for  the  purpose  of  encouraging  a 
bulk  milk  from  an  other  Federal  order  covered  by  the  Delta  order  would  have  level  production  pattern, 
will  promptly  notify  the  administrator  an  effective  Class  I  differential  of  $2,007  The  close  relationship  of  this  market 
of  the  shipping  market  of  the  allocation  per  hundredweight.  This  would  be  ac-  with  the  New  Orleans  and  Memphis  mar- 
of  such  milk  so  that  a  compatible  classi-  complished  by  establishing  basing  points  kets  is  an  important  consideration,  how- 
fication  on  such  milk  may  be  applied  at  Gulfport  and  Pascagoula,  Miss.,  from  ever,  in  the  seasonality  of  prices.  Sea- 
under  the  shipping  orders.  Information  which  location  price  adjustments  would  sonal  pricing  is  provided  under  both  the 
as  to  the  classification  of  such  milk  must  apply  in  the  areas  described.  At  Gulf-  Memphis  and  New  Orleans  Federal  or- 
be  passed  on  by  the  respective  adminis-  port  and  Pascagoula  the  average  Class  ders  and  milk  from  each  of  these  mar- 
trators  to  the  handlers  involved  so  that  i  differential  of  $2,267  would  be  sub-  kets  is  regularly  sold  in  the  marketing 
handlers  may  know  the  basis  of  their  ject  to  deductions  of  10  cents  for  the  area  in  competition  with  local  produc- 
obligation  on  such  milk.  This  order  Central  Mississippi  area  and  26  cents  for  er’s  milk.  In  addition,  as  previously  in- 
should  provide  similarly  for  such  inter-  the  Delta  area.  The  more  precise  ap-  dicated  there  is  substantial  overlap  of 
change  of  information.  plication  of  such  location  adjustments  is  supply  areas  for  these  three  markets. 

Situations  may  arise  where  plants  sub-  described  fully  in  the  findings  and  loca-  The  Memphis  Class  I  pricing  formula 
Ject  to  this  and  another  Federal  order  tion  differentials.  provides  a  41-cent  seasonal  variation  in 

ship  milk  back  and  forth  during  the  same  Class  prices,  under  statutory  author-  price  while  the  New  Orleans  Class  I  price 
month  (i.e.,  each  plant  ships  milk  to  the  tty,  must  be  fixed  at  a  level  which  re-  formula  provides  a  20-cent  seasonal  price 
other  plant).  If  such  shipments  are  of  fleets  economic  conditions  which  affect  swing. 

a  similar  nature  (packaged  milk,  bulk  market  supply  and  demand  for  milk  and  Cooperative  associations  who  are  pro¬ 
milk  designated  for  surplus  disposal,  or  its  products  in  the  marketing  area.  It  ponents  of  the  order  here  under  con- 
bulk  milk  not  so  designated)  only  trans-  is  appropriate  that  the  measure  of  price  sideration  supported  a  20-cent  seasonal 
fers  of  milk  between  two  plants  which  adequacy  be  applied  to  combined  data  swing  in  the  Class  I  price  to  provide  more 
are  not  offset  by  an  equal  quantity  of  for  the  Delta  and  former  Central  Mis-  appropriate  price  alignment  as  between 
milk  received  from  the  second  plant  need  sissippi  marketing  area.  As  previously  markets.  One  handler  proposed  a  con- 
be  considered.  Since  the  classification  indicated  the  milk  supplies  and  milk  tinuation  of  the  flat  pricing  which  the 
of  this  milk  in  the  shipping  market  is  disposition  in  both  areas  are  closely  re-  Delta  order  now  provides  and  which  was 
based  upon  its  allocation  in  the  receiving  iated  although  differences  in  utilization  Previously  in  effect  in  the  Mississippi 
market,  only  the  net  difference  in  trans-  between  the  two  markets  have  existed,  Gulf  Coast  and  Central  Mississippi  or- 
ferred  quantities  (in  terms  of  butterfat  this  condition  has  arisen  in  large  part  ders.  This  particular  handler,  however, 
and  skim  milk  separately  as  may  be  nec-  because  of  shifting  of  certain  handlers,  has  sales  close  to  or  overlapping  the  sales 
essary)  need  be  allocated  in  the  receiving  previously  described,  between  the  two  routes  of  Memphis  handlers,  and  thus 
market.  Otherwise,  from  a  mechanical  markets.  Under  a  single  order  it  may  is  affected  competitively  by  changes  in 
standpoint,  neither  market  could  alio-  be  anticipated  that  the  listing  milk  Memphis  order  pricing, 
cate  receipts  of  milk  to  classes  until  all  supplie  .  would  be  generally  more  avail-  It  is  concluded  that  better  price  allgn- 
milk  had  been  classified,  including  the  able  according  to  individual  handler’s  ment  with  nearby  markets  will  be 
shipment  to  the  other  market.  needs.  *  achieved  by  adoption  of  seasonal  Class  I 

(c)  Class  prices.  The  fundamental  0ver  a  period  0f  years,  the  situation  Price  differentials.  Such  differentials 
consideration  in  pricing  milk  in  this  ^  the  two  markets  has  been  that  sup-  would  be  $2.35  in  the  months  of  August 
market  is  that  the  minimum  class  prices  ply  has  been  adequate.  During  the  4-  through  February  and  $2.15  in  other 
established  be  at  a  level  which  will  as-  year  period  of  1960-63,  Class  I  utiliza-  months  at  Gulfport  or  Pascagoula.  This 
sure  the  maintenance  of  an  adequate,  tion  of  producer  milk  on  an  annual  moderate  seasonal  range  in  Class  I  pric- 
but  not  excessive,  supply  of  quality  milk  basis,  has  ranged  from  about  70  to  80  ing  is  consistent  with  the  competitive 
for  the  local  fluid  market,  and  at  the  percent.  While  there  has  been  an  up-  relationships  of  handlers  in  the  proposed 
same  time  assure  the  orderly  disposition  ward  trend  in  Class  I  utilization  since  market  with  handlers  regulated  under 
of  the  necessary  market  reserve  supply.  1962>  the  supply  has  continued  to  be  the  New  Orleans  and  Memphis  Federal 
Class  I  price.  The  Class  I  price  each  sufficient  to  meet  all  handlers’  Class  I  orders, 
month  should  be  established  by  use  of  a  requirements  except  in  the  case  of  spe-  The  seasonal  schedule  of  pricing  herein 
basic  formula  price  plus  a  stated  differ-  cial  breed  milk.  The  latter  is  a  specialty  provided  should  not  take  effect  until  Au- 
ential.  The  basic  formula  price  should  product  of  two  handlers.  While  there  &ust  1965.  If  it  were  made  effective  for 
be  the  average  price  per  hundredweight  has  been  some  further  tightening  of  the  Present  Mississippi  Delta  area  prior 
for  manufacturing  grade  milk,  f.o.b.,  supplies  in  1964,  this  experience  is  con-  to  August  1965,  there  would  be  an  im¬ 
plants  in  Minnesota  and  Wisconsin,  as  sistent  with  that  of  Federal  orders  gen-  mediate  reduction  In  the  Class  I  price 
reported  by  the  U.S.  Department  of  erally  reflecting  the  adverse  weather  level  of  11  cents  per  hundredweight.  It 
Agriculture  adjusted  to  a  3.5  percent  conditions  which  prevailed  in  much  of  Is  concluded  that  any  effective  date  of 
butterfat  test.  the  country.  In  addition,  as  has  been  the  seasonal  pricing  provision  should  be 

The  Class  I  pricing  formula  as  adopted  previously  indicated,  the  supply  area  of  deferred  until  August  1,  1965,  and  the 
herein  was  supported  by  the  four  pro-  the  market  overlaps  with  that  of  the  New  straight  differential  of  $2.26  should  be 
ponent  cooperative  associations.  The  Orleans  market  which  also  has  a  fully  maintained  until  that  time.  Under  this 
producer  representatives  supported  also  adequate  supply.  From  time  to  time  schedule  the  effective  differential  of  $2 
seasonal  changes  in  the  Class  I  price  mdk  supplies  have  been  shifted  between  for  all  months  for  handlers  presently 
differentials.  At  the  basing  points,  the  New  Orleans  and  Mississippi  mar-  regulated  under  the  Mississippi  Delta 
Pascagoula  and  Gulfport,  under  their  kete  while  such  shifting  has  been  re-  order  would  be  retained, 
proposal  the  Class  I  price  differential  of  fleeted  particularly  in  producer  mem-  The  adoption  of  a  supply-demand  ad- 
$2.35  would  apply  during  the  months  of  bers  the  Qulf  Coast  order,  such  milk  justment  mechanism  in  the  Class  I  pric- 
August  through  February  and  $2.15  dur-  ^  Suniiariy  available  in  the  marketing  tag  provision  should  be  deferred  until  a 
ing  the  months  of  March  through  July.  area  herein  proposed.  Discussion  of  later  Period.  Under  normal  circum- 
The  price  differentials  as  described  are  feed  prices  and  other  production  condi-  stances,  Class  I  pricing  formulas  which 
essentially  the  price  levels  which  have  tions  on  the  record  did  not  disclose  any  include  provision  for  price  adjustments 
been  effective  under  the  Mississippi  Delta  need  to  establish  a  different  price  level  in  response  to  changing  supply-sales  re¬ 
order  and  the  former  Central  Mississippi  than  previously  applied.  Under  these  lationship  have  been  adopted  in  the  pric- 
order  for  the  same  areas.  Since  1960,  circumstances  it  must  be  concluded  that  ing  formulas  of  most  Federal  orders, 
however,  the  Class  I  price  under  each  the  level  of  price  which  has  prevailed  Supply-demand  adjustors  generally  pro¬ 
of  the  Mississippi  orders  was  a  level  under  the  Mississippi  Federal  orders  has  vide  timely  price  changes  and  are  an 
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essential  tool  for  alerting  producers  to 
make  production  adjustments  in  response 
to  changing  relationships  in  supplies  and 
sales.  In  this  way  such  provisions  im¬ 
plement  maintenance  of  a  price  level 
consistent  with  the  standards  of  the  Act. 
At  this  hearing  a  supply -demand  adjust¬ 
ment  mechanism  was  proposed  by 
producers. 

In  this  case,  however,  an  appropriate 
supply-demand  adjustor  cannot  be  de¬ 
rived  for  the  proposed  Mississippi  mar¬ 
ket  at  this  time.  The  proposed  market¬ 
ing  area  and  order  represent  substantial 
alterations  from  preceding  orders.  Part 
of  the  relevant  data  upon  which  the 
supply-demand  adjustment  should  be 
based  is  not  available  because  of  termi¬ 
nation  of  the  Central  Mississippi  and 
Mississippi  Gulf  Coast  orders.  Further, 
this  decision  recommends  a  substantial 
Increase  in  Class  n  prices  for  the  new 
order.  Under  the  circumstances,  it  is 
concluded  that  no  supply-demand  ad¬ 
justment  mechanism  should  be  adopted 
at  this  time.  It  is  further  concluded  that 
the  Class  I  price  formula  adopted  herein 
should  be  effective  for  a  temporary  pe¬ 
riod  of  18  months.  Class  I  pricing  under 
the  order  should  be  reviewed  for  periods 
after  18  months. 

Class  II  milk  price.  The  price  for 
Class  n  milk  should  be  either:  (1)  The 
average  price  per  hundredweight  for 
manufacturing  grade  milk,  f.o.b.  plants 
In  Wisconsin  and  Minnesota,  subject  to  a 
deduction  of  10  cents  in  the  months  of 
March  through  July,  or  (2)  the  Class  n 
milk  price  for  the  same  month  under 
the  New  Orleans  Order  No.  94,  whichever 
is  lesser. 

The  level  of  price  for  Class  n  milk 
should  be  high  enough  to  reflect  the  full 
value  of  producer  milk  disposed  of  in 
manufacturing  uses.  On  the  other  hand, 
the  price  should  not  exceed  at  any  time 
a  level  at  which  market  reserve  milk  can 
be  moved  to  manufacturing  outlets  in 
an  orderly  fashion.  Current  Class  n 
pricing  under  the  Delta  order  and  pricing 
under  the  former  Central  Mississippi 
order  has  not  reflected  the  full  value  of 
producer  milk  in  manufacturing  uses. 

The  Class  n  milk  price  under  the  Mis¬ 
sissippi  Delta  order  currently  is  based 
on  the  average  of  the  prices  reported  to 
have  been  paid  farmers  for  manufactur¬ 
ing  grade  milk  at  four  local  manufactur¬ 
ing  plants.  Ten  cents  is  added  to  such 
reported  price  during  the  months  of 
February  through  August  and  20  cents 
during  all  other  months.  Under  the 
Central  Mississippi  order  a  similar  Class 
II  price  formula  was  used  based  on  four 
manufacturing  plants’  announced  prices. 
Three  of  the  plants  were  the  same  as 
those  used  in  the  Delta  order.  Under  the 
Central  Mississippi  order  10  cents  was 
added  to  such  announced  prices  during 
the  months  of  March  through  June  and 
20  cents  in  other  months. 

Manufacturing  outlets  available  for 
handling  the  proposed  market’s  reserve 
supply  are  limited  and  are  located  pri¬ 
marily  in  Northeastern  Mississippi. 
Under  usual  circumstances  the  Missis¬ 
sippi  Milk  Producers  Association  and  Co¬ 
operative  Creamery  Association  must 
rely  on  these  manufacturing  plants  to 
handle  the  milk  not  needed  by  handlers 
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for  fluid  and  related  uses.  Four  of  five 
plants  in  this  area  provide  the  announced 
pay  prices  which  are  presently  the  basis 
for  computing  the  Mississippi  Delta  Class 
n  prices,  and  another  combination  of 
four  plants  were  formerly  used  in  the 
now  terminated  Central  Mississippi 
order.  The  burden  of  the  costs  incurred 
in  assembling  and  transporting  milk  to 
these  plants  in  Northeastern  Mississippi 
particularly  from  the  Southern  part  of 
the  production  area  is  borne  almost  ex¬ 
clusively  by  the  cooperative  associations 
handling  such  milk. 

Because  the  market’s  reserve  supply  is 
an  important  part  of  the  milk  supply  of 
the  Mississippi  manufacturing  plants,  it 
is  readily  apparent  that  such  plants 
would  have  a  substantial  incentive  in  re¬ 
taining  a  low  Class  n  milk  price  under 
the  proposed  order.  The  limited  num¬ 
ber  of  manufacturing  outlets  is  cer¬ 
tainly  conducive  to  the  establishment  of 
a  nominal  and  relatively  low  Class  n  milk 
price  if  locally  announced  pay  prices  are 
the  basis  for  computing  such  price.  For 
this  reason  it  is  essential  that  a  broader 
basis  be  provided  under  the  order  for 
computing  the  Class  n  milk  price. 

The  handling  of  reserve  milk  in  the 
Mississippi  markets  is  related  closely  to 
the  handling  of  reserve  milk  for  the  New 
Orleans  market  under  Federal  Order 
No.  94.  About  one-third  of  the  milk  sup¬ 
ply  for  the  New  Orleans  market  origi¬ 
nates  in  the  common  production  area 
from  which  substantial  supplies  are 
moved  also  to  the  proposed  Mississippi 
market.  Quantities  of  reserve  milk  from 
this  area  move  to  the  same  Northeastern 
Mississippi  manufacturing  plants  which 
serve  as  outlets  for  the  Mississippi  mar¬ 
kets’  reserve  supplies.  In  addition  the 
principal  cooperative  association  repre¬ 
senting  producers  in  the  New  Orleans 
market  operates  manufacturing  plants  at 
Brookhaven,  Miss.,  and  Franklinton,  La. 
These  plants  also  serve  as  outlets  for 
surplus  milk  in  the  proposed  Mississippi 
market  and  the  New  Orleans  market. 

Under  the  New  Orleans  Federal  order, 
the  Class  n  price  formula  is  higher  than 
the  formula  used  in  the  Delta  order  and 
that  which  was  used  in  the  Central  Mis¬ 
sissippi  order.  It  is  based  on  the  an¬ 
nounced  paying  prices  of  four  Mississippi 
manufacturing  plants,  two  of  which  are 
the  same  as  those  used  under  the  Delta 
order.  To  these  announced  prices  28.5 
cents  per  hundredweight  is  added  during 
the  months  of  February  through  August 
and  38.5  cents  in  other  months.  The 
Class  II  price  under  the  New  Orleans 
order  may  not  exceed  the  Minnesota- 
Wisconsin  price  for  manufacturing  milk 
by  more  than  13.5  cents.  The  resulting 
price  normally  averages  at  least  18  cents 
higher  than  the  Delta  Class  n  price. 

There  is  further  evidence  that  the  full 
value  of  reserve  milk  generally  exceeds 
the  level  of  the  Delta  order  Class  n  price. 
Prices  received  by  cooperative  associa¬ 
tions  for  milk  disposed  of  to  manufactur¬ 
ing  plants  in  some  months  just  prior  to 
the  hearing  exceeded  the  local  plants’ 
announced  paying  prices  by  30  to  40  cents 
per  hundredweight.  This  illustrates,  as 
is  commonly  understood,  that  the  an¬ 
nounced  pay  prices  of  local  manufac¬ 
turing  plants  do  not  reflect  the  actual 


returns  received  by  dairy  farmers  for 
graded  milk.  Such  plants  ordinarily  pay 
cooler  and  quantity  premiums  over  their 
announced  prices.  In  addition,  it  is 
usual  practice  to  pay  additional  premi¬ 
ums  for  Grade  A  bulk  milk. 

Producer  cooperative  associations  sup¬ 
porting  a  higher  Class  n  price  proposed 
using  the  Minnesota-Wisconsin  price 
series,  but  with  a  deduction  of  10  cents 
in  the  months  of  March  through  July. 
Proponents  recognized  also  the  necessity 
that  the  price  should  not  exceed  the  New 
Orleans  order  Class  II  price. 

The  price  for  manufacturing  grade 
milk  in  the  two-State  area  of  Wisconsin 
and  Minnesota  is  issued  by  the  State- 
Federal  Crop  Reporting  Service  on  about 
the  fifth  day  of  each  month  for  milk  re¬ 
ceived  at  manufacturing  plants  in  these 
States  in  the  previous  month.  In  each 
State,  plant  operators  regularly  report 
the  total  pounds  of  manufacturing  grade 
milk  received  from  farmers,  the  butter- 
fat  content,  and  total  money  paid  to 
farmers  for  the  milk.  Average  State 
prices  based  on  these  reports  are  avail¬ 
able  near  the  end  of  the  following  month. 
For  the  two-State  area  a  special  report¬ 
ing  system  has  been  arranged  which  pro¬ 
vides  a  reliable  estimated  price  by  the 
fifth  day  after  the  end  of  the  month. 
The  two-State  area  is  one  in  which  there 
is  a  heavy  concentration  of  manufactur¬ 
ing  grade  milk  and  where  many  plants 
are  competing  for  such  supply.  In  Min¬ 
nesota  about  80  percent  of  the  milk  sold 
off  farms  is  manufacturing  grade  and 
in  Wisconsin,  about  65  percent.  About 
50  percent  of  the  manufacturing  grade 
milk  sold  off  farms  in  the  United  States 
is  produced  in  these  two  States.  Hence, 
the  price  series  reflects  a  price  level 
determined  by  competitive  conditions 
which  are  affected  by  demand  in  all  of 
the  major  uses  of  manufactured  dairy 
products.  It  is  therefore  an  appropriate 
basis  of  pricing  reserve  milk  in  the  Mis¬ 
sissippi  market. 

Because  manufactured  dairy  products 
compete  on  a  national  market,  milk  for 
manufacturing  use  delivered  to  plants  in 
Mississippi  should  have  substantially  the 
same  value  as  milk  delivered  to  plants  in 
Wisconsin  and  Minnesota.  It  must  be 
recognized,  however,  that  manufactur¬ 
ing  outlets  are  more  limited  in  Missis¬ 
sippi  and  during  the  months  of  greater 
production  relative  to  Class  I  sales,  local 
manufacturing  plants,  with  a  wider 
choice  of  supplies  than  in  other  times 
of  the  year,  have  paid  relatively  lower 
prices.  Further,  because  of  the  location 
of  the  manufacturing  plants,  some  recog¬ 
nition  must  be  given  to  the  burden  of 
assembling  and  transporting  the  seasonal 
excess  which  is  largely  borne  by  one  of 
the  cooperative  associations.  These  con¬ 
siderations  should  be  reflected  in  a  sea¬ 
sonal  adjustment  of  the  Class  n  price 
in  order  to  assure  the  orderly  disposition 
of  the  market’s  reserve  supply  during 
these  months  by  providing  for  a  down¬ 
ward  adjustment  of  the  Minnesota- 
Wisconsin  price.  It  is  concluded,  there¬ 
fore,  that  a  10-cent  adjustment  of  such 
price  during  the  months  of  March 
through  July  should  apply. 

In  addition,  it  is  necessary  to  provide 
assurance  that  the  Mississippi  Class  n 
price  shall  not  in  any  month  exceed  the 
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Class  II  price  under  the  New  Orleans 
order.  This  may  be  accomplished  by 
providing  that  the  effective  Class  n  price 
shall  be  the  lesser  of  (1)  the  Minnesota- 
Wisconsin  price,  less  10  cents  March 
through  July,  or  (2)  the  New  Orleans 
Class  II  price.  Because  the  two  markets 
do  compete  for  Class  n  outlets,  by 
virtue  of  the  fact  that  the  same  manu¬ 
facturing  plants  are  used  for  surplus  dis¬ 
posal,  a  higher  Mississippi  order  price 
could  place  local  milk  at  a  competitive 
disadvantage  with  New  Orleans  milk. 
Such  a  situation  could  seriously  impede 
the  orderly  disposition  of  milk  from  the 
local  market. 

Based  on  price4  relationships  in  re¬ 
cent  periods  (1963  and  11  months  of 
1964)  the  Class  n  price  level  herein 
recommended  would  represent  an  18 
cents  per  hundredweight  increase  over 
the  present  Mississippi  Delta  Class  II 
price.  This  will  tend  to  return  to  pro¬ 
ducers  for  such  milk  a  price  more  com¬ 
mensurate  with  its  manufacturing  value 
in  this  area.  In  addition  it  should  tend 
to  deter  handlers  from  procuring  sup¬ 
plies  solely  for  the  purpose  of  converting 
such  milk  into  Class  n  products  and  at 
the  same  time  implement  the  movement 
of  milk  between  handlers  for  Class  I  use. 

The  additional  producer  proposal  that 
the  Class  n  price  in  the  Northern  part 
of  the  marketing  area  be  at  a  higher  level 
than  in  the  rest  of  the  area,  is  denied. 
Attaching  an  additional  location  value 
to  Class  n  milk  in  one  area  of  the  regu¬ 
lated  market  would  seriously  disadvan¬ 
tage  some  handlers  who  currently  utilize 
their  reserve  milk  in  Class  n  products 
at  their  plants.  Such  handlers  paying 
a  higher  price  for  Class  n  milk  would 
be  competing  in  a  common  sales  area 
with  other  handlers  subject  to  the  lower 
Class  II  prices. 

Butterfat  differentials.  The  recom¬ 
mended  classification  system  provides  for 
a  full  accounting  of  all  skim  milk  and 
butterfat  utilized  in  all  products.  While 
milk  is  priced  to  handlers  at  a  basic 
test  of  3.5  percent,  it  is  intended  that 
each  handler’s  cost  for  milk  shall  reflect 
the  proportions  of  skim  milk  and  butter¬ 
fat  in  each  class.  This  is  accomplished 
by  adjusting  the  class  prices  to  each  han¬ 
dler  by  appropriate  butterfat  differen¬ 
tials. 

The  value  resulting  from  multiplying 
the  Chicago  butter  price  by  0.12  for  Class 
I  milk  and  by  0.11  for  Class  n  milk  will 
provide  an  appropriate  means  for  ad¬ 
justing  the  prices  in  the  market  for  each 
one-tenth  percent  variation  in  the 
butterfat  content  of  milk  used  in  various 
products.  The  use  of  the  Chicago  butter 
price  as  a  basis  for  establishing  butter¬ 
fat  differentials  will  provide  assurance 
for  both  producers  and  handlers  that 
such  differentials  reflect  changes  in  the 
butterfat  values  in  the  national  market. 
These  are  the  same  handler  and  pro¬ 
ducer  butterfat  differentials  as  are  pro¬ 
vided  under  the  present  Mississippi  Delta 
order  and  were  contained  in  the  former 
Central  Mississippi  order.  The  recom- 


4  Official  notice  is  taken  of  the  market  ad¬ 
ministrator’s  class  price  announcement  for 
the  Mississippi  Delta  market  for  the  months 
of  September  through  December  1964. 


mended  differentials  were  suggested  by 
proponents  of  regulation. 

The  butterfat  differential  used  in  mak¬ 
ing  payments  to  producers  should  be  cal¬ 
culated  at  the  average  of  the  return 
actually  received  from  the  sale  of  butter¬ 
fat  in  producer  milk.  The  rate  to  be 
used  for  this  purpose  would  be  the  aver¬ 
age  of  the  Class  I  and  Class  n  butterfat 
differentials  weighted  by  the  proportion 
of  butterfat  in  producer  milk  classified  in 
each  class.  Thus,  producer  returns  for 
butterfat  will  reflect  the  average  value 
of  their  butterfat  in  the  two  classes  pro¬ 
vided  in  this  order.  The  producer 
butterfat  differential  does  not  affect  a 
handler's  obligation,  and  its  sole  purpose 
is  to  prorate  returns  among  producers 
to  the  extent  their  milk  differs  from  the 
basic  3.5  percent  butterfat  test. 

Handler  and  producer  location  differ¬ 
entials.  The  interplant  and  intermarket 
Class  I  price  relationships  which  existed 
under  the  Mississippi  Delta  and  the  now 
terminated  Central  Mississippi  and  Mis¬ 
sissippi  Gulf  Coast  orders  should  be  pre¬ 
served  under  the  new  Mississippi  order. 

Prior  to  termination  of  Order  No.  103, 
the  Mississippi  Delta  Class  I  price  was 
established  at  a  level  16  cents  under  the 
former  Central  Mississippi  Class  I  price. 
The  price  presently  is  established  on  an 
equivalent  basis.  Location  differentials 
are  applicable  at  plants  located  30  miles 
or  more  north  of  U.S.  Highway  No.  82 
or  outside  the  State  of  Mississippi  and 
30  miles  or  more  from  either  Greenville 
or  Columbus.  Under  the  former  Mis¬ 
sissippi  Gulf  Coast  order  the  basic  Class 
I  price  was  established  at  a  level  10  cents 
over  the  former  Central  Mississippi  or¬ 
der  Class  I  price  and  was  applicable  to 
plants  located  within  60  miles  of  either 
Gulfport  or  Pascagoula.  Location  dif¬ 
ferentials  were  applicable  to  plants  more 
than  60  miles  from  either  of  these  points. 
Under  the  former  Central  Mississippi 
order  the  Class  I  price  was  applicable 
to  plants  located  50  miles  or  less  from 
either  Hattiesburg,  Jackson,  Meadville, 
or  Meridian,  and  location  differentials 
were  applicable  to  more  distant  plants. 

The  handler  and  producer  location  dif¬ 
ferentials  which  previously  applied  are 
herein  adopted  with  minor  exception. 

A  Class  I  location  differential  should 
apply  to  all  plants  located  in  the  former 
Central  Mississippi  marketing  area  and 
Beat  2  of  Lamar  County  (hereinbefore 
recommended  for  inclusion  in  the  mar¬ 
keting  area ) .  This  may  be  accomplished 
by  the  designation  of  the  counties,  later 
referred  to  as  the  “Southern  Area”,  in 
which  a  minus  10-cent  location  differen¬ 
tial  would  be  applicable.  For  plants  in 
Mississippi  but  north  of  the  counties  in 
this  designated  Southern  area,  but  less 
than  30  miles  north  of  U.S.  Highway  No. 
82  (the  points  at  which  location  differ¬ 
entials  become  applicable  under  the  Mis¬ 
sissippi  Delta  order)  a  minus  location 
differential  of  26  cents  should  be  pro¬ 
vided.  For  all  other  plants  located  more 
than  60  miles  but  not  in  excess  of  160 
miles  from  the  Court  House  in  Gulfport 
or  Pascagoula,  Miss.,  whichever  is  nearer, 
a  minus  10-cent  differential  should  ap¬ 
ply  with  provision  for  a  deduction  of  1.5 
cents  for  each  10  miles  distance  or  frac¬ 
tion  thereof  in  excess  of  160  miles. 


The  effect  of  the  application  of  the 
above  location  differentials  would  be  to 
preserve  the  same  price  relationships  as 
previously  existed  for  all  plants  presently 
regulated  under  the  Mississippi  Delta 
order  and  those  which  were  regulated 
under  the  former  Mississippi  Gulf  Coast 
and  Central  Mississippi  orders.  Two 
New  Orleans  order  regulated  plants,  one 
at  Franklinton,  La.,  and  the  other  at 
Kentwood,  La.,  respectively,  would  have 
minus  location  adjustments  of  10  cents 
if  they  became  regulated  under  the  pro¬ 
posed  Mississippi  order.  However,  since 
these  two  plants  have  historically  been 
regulated  under  the  New  Orleans  order, 
it  is  unlikely  that  they  will  be  affected. 

This  system  of  location  differentials 
would  preserve  established  competitive 
relationships  which  have  become  ac¬ 
cepted  in  the  area.  No  objection  was 
voiced  at  the  hearing  to  such  a  schedule 
of  location  differentials.  The  grada¬ 
tion  of  effective  prices  from  north  to 
south  of  the  supply  area  is  in  accord 
with  the  general  alignment  of  prices  in 
markets  according  to  their  distance  from 
surplus  milk  producing  regions. 

The  order  provides  that  the  applica¬ 
tion  of  location  differentials  should  not 
be  in  a  manner  which  would  encourage 
unnecessary  movement  of  milk.  While 
it  is  recognized  that  the  location  differ¬ 
ential  system  should  accommodate  the 
movement  of  milk  for  Class  I  utilization, 
the  market  pool  should  not  bear  the  bur¬ 
den  of  moving  milk  in  excess  of  Class 
I  needs  of  pool  plants.  For  this  rea¬ 
son,  the  application  of  the  Class  I  loca¬ 
tion  differentials  to  milk  moved  between 
pool  plants  is  confined  to  that  which 
might  be  used  in  Class  I  at  the  trans¬ 
feree  plant  after  direct  receipts  of  pro¬ 
ducer  milk,  receipts  from  a  cooperative 
association  in  its  capacity  as  a  handler 
on  farm  bulk  tank  milk,  and  receipts 
from  other  order  plants  and  unregulated 
supply  plants  assigned  to  Class  I. 

The  uniform  base  and  excess  prices  to 
producers  should  be  subject  to  the  pro¬ 
ducer  butterfat  differential  adjustments 
reflecting  the  value  of  butterfat  test  of 
milk  from  individual  producers. 

The  uniform  and  base  prices  to  pro¬ 
ducers  should  be  adjusted  for  location 
of  the  plant  of  receipt.  As  pointed  out 
in  the  discussion  of  class  prices,  milk  de¬ 
livered  directly  to  a  plant  located  within 
the  marketing  area  is  worth  more,  by 
at  least  the  cost  of  transportation,  than 
is  other  milk  delivered  to  a  plant  located 
at  a  more  distant  point  from  the  market. 
The  appropriate  rate  of  adjustment  is 
described  in  the  prior  findings. 

(d)  Obligation  of  unregulated  plants 
with  route  distribution  in  the  marketing 
area.  Milk  may  enter  the  regulated 
marketing  area  by  direct  route  disposi¬ 
tion  from  a  distributing  plant  which  does 
not  meet  the  pool  plant  standards.  The 
operator  of  a  plant  that  is  not  fully  regu¬ 
lated  (in  contrast  to  one  that  is)  is  not 
required  to  account  for  all  of  his  dispo¬ 
sition  of  milk  at  the  established  class 
prices,  to  return  minimum  uniform 
prices  to  his  dairy  farmers,  or  to  have 
his  records  audited,  etc.  Such  handlers 
thus  normally  would  have  a  competitive 
advantage  over  the  operator  of  fully 
regulated  plants  in  the  disposition  of 
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higher  valued  Class  I  milk  in  regulated 
marketing  areas.  Unless  some  method  is 
provided  for  removing  such  a  competi¬ 
tive  advantage  when  unregulated  milk 
Is  used  for  Class  I  sales  in  a  regulated 
marketing  area,  inequities  would  exist 
among  handlers  in  the  sale  of  milk  in  the 
regulated  market.  These  inequities 
would  have  such  disruptive  effects  as  to 
negate  completely  the  purposes  sought  to 
be  achieved  by  the  milk  orders  pursuant 
to  the  basic  statute. 

While  the  Supreme  Court  ruled  that  a 
compensatory  payment  on  unregulated 
milk  as  applied  in  the  circumstances  in¬ 
volving  the  New  York-New  Jersey  order 
was  inconsistent  with  the  terms  of  the 
Act.  the  Court  recognized,  however,  that 
because  of  the  manner  in  which  Federal 
orders  function,  “it  is  quite  obvious  that 
under  certain  circumstances  some  regu¬ 
lation  of  such  milk  may  be  necessary”. 

One  way  to  minimize  the  quantities  of 
unregulated  milk  entering  marketing 
areas  would  be  to  reduce  the  perform¬ 
ance  standards  for  regulation  of  plants. 
But  this  would  vitiate  the  effectiveness 
of  the  order  in  Inducing  adequate  sup¬ 
plies  of  milk  at  order  prices,  or  would 
unnecessarily  involve  in  total  regulation 
plants  from  which  only  small  quantities 
of  milk  are  distributed  in  the  regulated 
marketing  areas.  Either  of  these  con- 
lequences  would  render  more  difficult 
the  attainment  of  the  ends  sought  by 
the  statute. 

There  is  no  way  to  treat  unregulated 
milk  equally  with  regulated  milk  other 
than  to  regulate  it  fully  at  the  plant  of 
first  receipt  from  producers.  This  is  the 
stage  of  the  marketing  system  at  which 
minimum  order  prices  apply.  The  aver¬ 
age  price  paid  for  all  milk  received  at  an 
unregulated  plant  has  significance  when 
compared  to  the  minimum  class  prices 
of  an  order  only  as  the  utilization  of  all 
such  milk  is  known.  Short  of  full  regu¬ 
lation  any  treatment  of  unregulated  milk 
can  at  best  only  approach  equality  of 
treatment  with  regulated  milk. 

The  “Wichita”  plan  which  has  been 
generally  incorporated  into  Federal  or¬ 
ders  pursuant  to  the  decision  of  the  As¬ 
sistant  Secretary  issued  June  19,  1964 
(29  F.R.  9109)  should  be  adopted  in  this 
market.  This  would  provide  that  the 
unregulated  distributor  who  disposes  of 
fluid  milk  products  on  routes  in  the  regu¬ 
lated  marketing  area  be  accorded  the 
following  choices  as  a  means  of  integrat¬ 
ing  his  plant  operations  into  the  mar¬ 
ket’s  regulatory  scheme: 

(a)  He  should  be  allowed  to  show  that 
payment  for  his  total  dairy  farm  supply 
has  been  at  least  as  much  as  if  his  plant 
were  fully  regulated.  This  amount  may 
be  paid  entirely  to  his  dairy  farmers  or 
may  be  paid  in  part  to  his  dairy  farmers 
and  in  part  into  the  producer-settlement 
funds  of  regulated  markets; 

(b)  He  may  show  that  he  has  pur¬ 
chased  Class  I  milk  priced  under  some 
Federal  order  in  an  amount  at  least 
equivalent  to  his  total  Class  I  sales  with¬ 
in  the  regulated  area; 

(c)  He  may  make  a  payment  into  the 
Producer-settlement  fund  on  the  quan¬ 
tity  of  Class  I  sales  made  in  the  regulated 
market  at  a  rate  equal  to  the  difference 
between  the  Class  I  price  and  the  uni¬ 


form  price  for  such  regulated  market;  or 
(d)  Any  combinations  of  (b)  and  (c) . 
Distributing  plants  with  route  dis¬ 
tribution  in  a  regulated  market  may  not 
meet  the  performance  standards  for  reg¬ 
ulation  of  such  a  plant  fixed  by  the  par¬ 
ticular  order,  either  because  of  insuffi¬ 
cient  route  sales  in  the  regulated  mar¬ 
keting  area,  or  because  too  large  a  pro¬ 
portion  of  the  milk  receipts  are  utilized 
for  Class  n  purposes.  However,  it  is 
usually  for  the  former  reason  that  such 
plants  fail  to  qualify  because,  generally, 
distributing-type  plants  use  a  high  pro¬ 
portion  of  their  receipts  in  Class  I. 

Ideally,  marketing  area  boundaries  are 
drawn  to  encompass  that  territory  where 
the  same  handlers  compete  with  each 
other  for  route  (Class  I)  sales  and  to 
minimize  overlapping  sales  area  with 
unregulated  handlers.  Improvements  in 
refrigeration,  transportation  and  pack¬ 
aging,  however,  have  encouraged  expan¬ 
sion  of  sales  areas  to  such  an  extent  that 
it  is  difficult  in  any  region  to  delineate  an 
area  which  wholly  accomplishes  these 
objectives.  Even  if  such  a  delineation 
were  initially  possible  it  inevitably  would 
be  only  a  temporary  situation. 

Milk  distributors  are  interested  in  sell¬ 
ing  as  much  milk  as  they  profitably  can. 
One  way  of  expanding  their  business  is 
to  expand  geographically.  This  pre¬ 
sents  no  particular  problem  for  the  order 
program  with  respect  to  the  fully  regu¬ 
lated  handler  since  he  is  required  to  pay 
for  his  producer  milk  receipts  on  a  classi¬ 
fied  use  basis  at  the  specified  minimum 
order  prices  regardless  of  where  his  milk 
is  sold.  For  each  additional  unit  of 
Class  I  sales  he  makes  he  must  pay  the 
higher  Class  I  price,  whether  such  sales 
are  made  in  or  outside  the  marketing 
area.  He  cannot  use  milk  bought  at 
the  lower  surplus  class  price  to  expand 
his  sales  in  either  the  regulated  market 
or  in  other  markets.  He  must  report  all 
receipts  and  utilization  of  milk  and  the 
payments  made  to  producers,  and  main¬ 
tain  records  which  will  substantiate  such 
reports  on  audit.  The  butterfat  tests 
upon  which  he  pays  producers  likewise 
are  subject  to  verification.  He  must  pay 
his  pro  rata  share  of  cost  of  administra¬ 
tion  of  the  order. 

The  operator  of  the  unregulated  dis¬ 
tributing  plant  is  in  a  substantially  dif¬ 
ferent  situation.  He  is  not  required,  as 
are  regulated  handlers,  to  purchase  his 
milk  on  a  classified  use  basis  nor  is  he 
required  to  pay  his  dairy  farmers  any 
particular  minimum  price.  Normally, 
he  pays  a  “flat”  price  without  regard  to 
utilization  of  the  milk.  The  flat  price 
which  such  a  dealer  pays  is  usually  at  a 
level  which,  in  relation  to  competitive 
conditions  in  his  area  of  procurement 
will  obtain  sufficient  milk  for  his  needs. 
The  operator  of  the  unregulated  distrib¬ 
uting  plant  who  competes  with  Federal 
order  handlers  for  his  supply  is,  in  effect, 
in  competition  with  the  Federal  order 
uniform  price  and  usually  may  procure 
his  supply  for  an  equivalent  price.  The 
operator  of  the  unregulated  distributing 
plant  thus  is  in  a  position  to  obtain  his 
Class  I  milk  for  sale  in  a  regulated  mar¬ 
ket  at  a  lower  price  than  the  handler  who 
is  fully  regulated  by  the  Federal  order. 

Order  provisions  are  needed  to  mini¬ 
mize  the  price  advantage  an  operator  of 


the  unregulated  distributing  plant  has 
on  milk  sales  in  a  regulated  marketing 
area.  The  options  previously  described 
to  be  accorded  the  operator  of  an  unreg¬ 
ulated  distributing  plant,  taken  in  com¬ 
bination  are  designed  to  achieve  this 
end.  It  is  concluded  that  such  provi¬ 
sions  should  be  adopted. 

The  second  option — to  purchase  milk 
for  his  marketing  area  needs  from  a 
source  fully  regulated  under  a  Federal 
order — also  afford  the  operator  of  an  un¬ 
regulated  distributing  plant  an  oppor¬ 
tunity  to  sell  in  a  regulated  area  on  a 
basis  of  competitive  equity  with  respect 
to  such  sales. 

The  equivalent  of  the  milk  which  he 
distributes  in  the  marketing  area  would 
be  fully  priced  Class  I  milk.  Presum¬ 
ably,  he  would  purchase  it  on  the  same 
basis  as  any  other  handler  who  purchases 
milk  for  Class  I  sales  within  the  regulated 
market.  Again,  since  the  milk  would  be 
fully  regulated  under  some  Federal  order, 
it  would  afford  adequate  protection  to 
the  regulatory  plan. 

Under  certain  conditions  option  (c) 
also  would  afford  to  the  operator  of  an 
unregulated  distributing  plant  competi¬ 
tive  equity  with  respect  to  his  sales  with¬ 
in  the  regulated  marketing  area,  and 
would  protect  the  integrity  of  the  regu¬ 
latory  scheme.  The  rate  of  payment  is 
the  difference  between  the  Class  I  price 
and  the  applicable  uniform  or  weighted 
average  price  of  the  market  for  the 
month  when  the  sale  is  made.  This  rate 
is  a  constant  for  all  locations  at  a  given 
butterfat  test  of  milk.  In  essence,  the 
option  fixes  a  value  of  the  sale  at  the 
Class  I  price  and  assumes  payment  to 
dairy  farmers  at  the  uniform  price  of  the 
market.  It  also  assumes  that  all  milk 
purchased  by  such  distributor  is  for  Class 
I  use,  i.e.,  that  he  has  no  surplus,  or 
reserve  supply. 

If  the  operator  of  an  unregulated  dis¬ 
tributing  plant  actually  pays  as  much  as 
the  order  uniform  price  to  his  dairy 
farmers  and  if  the  milk  distributed  in 
the  regulated  marketing  area  is  not  in 
fact  surplus  to  his  normal  operations,  the 
payment  of  a  Class  I  price  minus  the 
market  uniform  price  on  his  sales  in  the 
marketing  area  usually  will  tend  to  pro¬ 
tect  the  regulatory  scheme.  In  the  case 
of  regular  every  day  distribution  of  about 
the  same  quantities  of  milk  in  a  regu¬ 
lated  area  by  the  operator  of  an  unregu¬ 
lated  distributing  plant,  the  supply  of 
milk  for  such  sales  normally  would  be  ac¬ 
quired  on  a  regular  basis  and  would  not 
be  milk  surplus  to  other  fluid  operations. 
In  view  of  the  other  options  afforded  the 
operator  of  the  unregulated  distributing 
plant,  he  will  select  this  option  when 
it  is  more  advantageous  to  him  than  the 
other  options.  This  rate  of  payment  is 
discussed  more  fully  in  connection  with 
receipts  of  unregulated  bulk  milk  at  fully 
regulated  plants. 

When  the  cost  (that  is  to  sey  the  op¬ 
portunity  cost)  of  Class  I  milk  disposed 
of  in  the  marketing  area  by  the  operator 
of  an  unregulated  distributing  plant 
equals  or  exceeds  the  applicable  uniform 
price  established  under  the  order,  the 
payment  proposed  under  option  (c)  will 
result  in  substantial  equity  between  reg¬ 
ulated  handlers  and  the  operators  of  un- 
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regulated  distributing  plants.  If  the 
cost  of  such  milk  is  less  than  the  order 
uniform  price  (either  because  of  a  less 
than  uniform  price  payment  to  dairy 
farmers  or  because  the  milk  is  actually 
surplus  to  the  regular  operation  of  the 
plant),  an  advantage  will  be  accorded 
such  unregulated  distributors  relative  to 
fully  regulated  handlers. 

If  the  operator  of  the  unregulated  dis¬ 
tributing  plant  elects  to  show  that  he  has 
complied  with  option  (a)  above,  it  will 
be  clearly  evident  that  he  has  paid  at 
least  as  much  for  his  Class  I  sales  as  a 
fully  regulated  handler,  for  in  fact  he 
has  paid  for  all  his  milk  as  if  he  were 
fully  regulated.  Such  an  option  accords 
him  competitive  parity  with  respect  to 
his  minimum  class  prices  with  regulated 
handlers.  The  regulated  handler  is  re¬ 
quired  to  pay  for  all  his  milk  sold  as 
Class  I,  whether  inside  or  outside  the 
marketing  area  at  the  Class  I  price  es¬ 
tablished  by  the  order.  The  operator  of 
the  unregulated  distributing  plant  will 
show  that  he  has  also  paid  at  least  the 
equivalent  of  the  order  Class  I  and  Class 
II  prices  for  milk  utilized  in  these  respec¬ 
tive  classes.  This  option  provides  a 
meaningful  determination  of  actual  pay 
prices  of  milk  by  such  an  operator  for 
comparison  with  order  values. 

The  above  option  has  been  provided  in 
many  Federal  orders  previously.  At  least 
one  operator  of  an  unregulated  plant 
with  route  distribution  in  regulated  mar¬ 
kets  in  Mississippi  (former  Mississippi 
Gulf  Coast  order)  has  found  that  using 
this  option  is  advantageous.  This  op¬ 
tion  will  particularly  accommodate  any 
handler  who,  because  of  State  regula¬ 
tion  of  milk  prices,  pays  his  dairy  farm¬ 
ers  at  least  the  minimum  prices  required 
by  the  order  regulating  the  handling  of 
milk  in  the  Federal  order  marketing  area 
where  they  distribute  milk.  When  he 
pays  for  his  milk  supply  as  much  as  if 
he  were  fully  regulated,  this  option  gives 
him  an  opportunity  to  distribute  milk  in 
regulated  areas  without  incurring  any 
additional  financial  obligations  on  such 
milk  as  the  result  of  the  order.  At  the 
same  time,  the  fact  that  he  has  paid  full 
class  prices  for  his  milk  will  assure  that 
the  integrity  of  the  regulatory  plan  has 
been  protected. 

Special  provision  should  be  made  for 
an  unregulated  distributing  plant  which 
receives  part  (or  all)  of  its  milk  supply 
from  another  plant  which  serves  as  a 
supply  plant  for  the  unregulated  dis¬ 
tributing  plant.  If  performance  of  the 
supply  plant  in  shipping  to  the  unregu¬ 
lated  distributing  plant  is  equivalent  to 
the  performance  of  a  regulated  supply 
plant,  the  operator,  of  the  unregulated 
distributing  plant  shall  be  permitted,  at 
his  election,  to  show  that  payments  to 
dairy  farmers  at  the  supply  plant  are  in 
accordance  with  order  accounting  and 
prices.  If  the  necessary  information  and 
authority  for  audit  are  provided  by  the 
unregulated  distributing  plant,  the  op¬ 
erations  of  the  supply  plant  may  be  in¬ 
cluded  with  those  of  the  distributing 
plant  to  determine  if  the  payments  to 
dairy  farmers  are  equivalent  to  pay¬ 
ments  which  would  be  required  under 
full  regulation.  Under  this  option,  any 
amount  by  which  such  payments  at  both 


plants  are  less  than  under  full  regula¬ 
tion  would  be  owed  to  the  producer-set¬ 
tlement  fund.  This  accords  the  same 
conditions  to  milk  from  a  supply-type 
plant  as  is  accorded  milk  received  di¬ 
rectly  from  dairy  farmers  at  an  unregu¬ 
lated  distributing  plant. 

If  the  necessary  information  as  to  the 
supply  plant  is  not  provided,  the  obliga¬ 
tion  of  the  unregulated  distributing  plant 
under  this  option  for  milk  from  the  sup¬ 
ply  plant  will  be  computed  in  the  same 
manner  as  the  obligation  of  a  regulated 
plant  for  a  receipt  of  unregulated  milk. 

(e)  Distribution  of  proceeds  to  pro¬ 
ducers.  The  order  should  contain  pro¬ 
visions  which  describe  the  means  where¬ 
by  the  payments  made  by  handlers  for 
milk  at  class  prices  are  converted  to  uni¬ 
form  prices  to  be  paid  to  producers.  The 
provisions  should  specify  also  the  terms 
under  which  such  payments  must  be 
made. 

(1)  Type  of  pool.  The  order  should 
provide  for  market  pooling  of  the  value 
of  producer  milk  used  by  all  handlers. 

Under  a  market  pool  the  total  money 
obligation  of  all  handlers  in  the  market 
for  producer  milk  is  combined  to  com¬ 
pute  a  uniform  price  applicable  to  all 
producer  milk. 

To  accomplish  this  purpose  it  is  neces¬ 
sary  that  there  be  an  exchange  of  money 
among  handlers  such  that  each  handler 
is  enabled  to  pay  the  marketwide  uni¬ 
form  price.  The  transfer  of  money  is 
made  through  a  producer-settlement 
fund  established  by  the  market  adminis¬ 
trator.  Each  handler  pays  into  the  pro¬ 
ducer-settlement  fund  any  plus  differ¬ 
ence  between  the  value  of  his  milk  at  the 
market  uniform  price  based  on  the  mar¬ 
ket  utilization  of  all  handlers,  and  the 
value  of  his  milk  computed  at  the  class 
prices.  A  handler  whose  milk  has  a  les¬ 
ser  value  at  the  class  prices  than  at  the 
market  uniform  price  receives  payment 
at  the  difference  from  the  producer-set¬ 
tlement  fund.  This  arrangement  en¬ 
ables  each  handler  to  pay  the  uniform 
price  to  producers  subject  to  butterfat 
and  location  differentials,  and  prescribed 
payments  for  base  and  excess  milk. 

Market  pooling  has  been  provided 
under  the  Delta  order  since  its  inception 
in  November  1958.  Market  pooling  was 
also  provided  under  the  Central  Missis¬ 
sippi  order  prior  to  its  termination. 

The  marketwide  pool  will  insure  that 
each  producer  supplying  the  market  will 
receive  a  return  reflecting  his  pro  rata 
share  of  Class  I  and  Class  n  utilization. 
Each  producer  will  receive  a  “blend” 
price  for  his  milk  which  will  reflect  the 
average  utilization  of  all  pool  plants  in 
the  market.  Each  handler,  however,  will 
pay  for  milk  according  to  the  class  prices. 

The  marketwide  pooling  of  returns  to 
producers  will  promote  efficient  handling 
of  milk  in  the  area.  The  proposed  mar¬ 
keting  area  encompasses  a  wide  geo¬ 
graphical  territory  in  which  the  supply 
of  milk  readily  available  at  some  plants 
varies  considerably  from  the  ampleness 
of  supply  at  others.  Some  plants  dis¬ 
posing  of  milk  in  the  proposed  marketing 
area  have  little,  if  any,  facilities  for 
manufacturing  v  reserve  milk.  Such 
plants  normally  limit  their  receipts  of 
producer  milk  to  the  quantity  needed 


for  Class  I  in  the  flush  production  season 
and  procure  supplemental  supplies  of 
milk  for  Class  I  during  the  short  pro¬ 
duction  season.  Other  plants  have  some 
manufacturing  facilities  or  outlets  avail¬ 
able  to  market  surplus  supplies,  and  thus 
are  able  to  carry  adequate  supplies  of 
milk  throughout  the  year. 

A  market  pool  will  enable  the  han¬ 
dlers  with  manufacturing  facilities,  or 
any  cooperative  association,  to  handle 
the  reserve  supplies  and  yet  pay  to  pro¬ 
ducers  the  same  price  as  is  paid  by  han¬ 
dlers  who  do  not  assume  the  responsi¬ 
bility  of  carrying  the  necessary  reserve. 
The  lower  return  for  the  reserve  milk  in 
the  market  will  thereby  be  apportioned 
equally  among  all  producers  in  the  mar¬ 
ket.  Under  an  individual-handler  pool 
this  burden  would  be  carried  by  indi¬ 
vidual  groups  of  producers. 

There  are  several  governmental  insti¬ 
tutions  in  the  area  which  let  substantial 
contracts  for  fluid  milk  products  on  a 
bid  basis.  Without  such  pooling,  some 
groups  of  producers  would  be  deprived 
of  the  benefits  of  such  substantial  Class 
I  sales  while  others  would  enjoy  more 
than  average  returns.  A  market  pool 
will  insure  the  sharing  among  all  pro¬ 
ducers  of  the  Class  I  utilization  disposed 
of  by  individual  handlers  under  con¬ 
tracts  for  large  quantities  such  as  to  mili¬ 
tary  bases.  Thus,  under  the  market 
pooling  arrangement,  shifting  between 
handlers  of  the  contract  for  sales  to  mili¬ 
tary  installations  and  other  public  in¬ 
stitutions  may  occur  without  upsetting 
the  market. 

Most  handlers  in  the  proposed  Missis¬ 
sippi  marketing  area  depend  on  one  of 
the  four  proponent  associations  for  their 
“balancing”  supplies,  and  the  coopera¬ 
tives  assume  responsibility  in  disposition 
of  milk  in  excess  of  handlers’  needs. 
Mississippi  Milk  Producers  Association, 
for  instance,  handled  reserve  milk  equal 
to  approximately  50  percent  of  producer 
milk  allocated  to  Class  n  milk  under  the 
former  Central  Mississippi  order  and  the 
present  Mississippi  Delta  order  during 
the  period  September  1963  through  Au¬ 
gust  1964.  It  would  be  impossible  for 
such  association  to  maintain  equitable 
returns  to  producer  members  without  the 
operation  of  a  market  pool. 

Nineteen  of  the  twenty-one  distribut¬ 
ing  plants  operated  by  handlers  to  be 
regulated  receive  milk  from  the  coopera¬ 
tive  associations.  These  handlers  de¬ 
pend  on  the  associations  for  their  regu¬ 
lar  and  supplemental  supplies  as  well  as 
outlets  for  their  surplus  milk.  Two  of 
the  associations  operate  plants  which 
have  historically  served  as  outlets  for 
producer  milk  which  exceeded  handlers’ 
fluid  milk  requirements. 

Two  Delta  handlers  proposed  that  the 
method  of  pooling  should  be  changed  to 
individual-handler  pooling.  One  dis¬ 
tributes  “breed”  milk,  and  it  was  his 
position  that  the  marketwide  pooling 
arrangement  did  not  accommodate  his 
type  of  operation.  This  handler  asserted 
he  could  not  depend  on  the  local  market 
for  a  reserve  supply  because  supple¬ 
mental  breed  milk  to  meet  his  particular 
needs  was  not  ordinarily  available.  The 
handler  contended  that  under  handler¬ 
pooling  the  returns  to  his  particular 
group  of  producers  from  his  operation 
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would  encourage  development  of  a  sup-  Mississippi  Delta  and  former  Central  at  pool  plants  during  the  base-forming 
ply  suited  to  his  needs.  He  pointed  out  Mississippi  areas.  The  base-forming  period.  To  accomplish  this  intent  un- 
that  he  has  purchased  supplemental  milk  period  would  be  the  months  of  Septem-  der  conditions  where  bases  are  trans- 
from  outside  the  market  in  all  but  3  ber  through  January.  Each  producer  ferred,  the  total  base  should  be  deter- 
months  since  November  1958.  would  be  assigned  a  daily  base  equal  to  mined  by  adding  together  the  milk  de- 

Other  support  for  handler  pooling  his  total  receipts  at  a  pool  plant  during  liveries  of  the  transferee  and  transferor 
C;unp  from  the  Gulf  Coast  Dairymen’s  the  base-forming  period  divided  by  the  during  the  base-forming  period  and  di- 
Cooperative  Association.  The  outlets  total  number  of  days’  production  from  viding  this  total  by  the  number  of  days’ 
for  milk  of  this  association,  however,  are  the  first  day’s  production  received  dur-  production  from  the  day  the  first  day’s 
in  the  Gulf  Coast  area  which  would  not  ing  such  period  to  the  last  day’s  produc-  production  was  received  from  either  pro¬ 
be  regulated  except  in  the  Keesler  Air  tion  received  in  this  period,  but  not  less  ducer  during  the  base-forming  period  to 
Force  Base.  The  handler  supplied  by  than  120  days.  Days  of  production  in  the  last  day’s  production  received  in 
the  association  which  currently  sells  milk  September  would  include  the  days  in  such  period,  but  not  less  than  120  days, 
at  the  base  would  not  qualify  for  pooling  August  on  which  milk  was  produced  in  The  proposed  rules  also  provide  for 
on  the  volume  of  such  sales  indicated  on  such  month  and  delivered  in  September,  computing  bases  for  dairy  farmers  de- 
the  record.  and  days  of  production  in  January  would  livering  to  a  plant  which  first  achieves 

Under  an  individual-handler  pooling  exclude  the  days  in  January  on  which  pool  plant  status  in  a  base-paying  period, 
system,  handlers  in  this  consolidated  milk  was  produced  in  such  month  and  For  such  farmers  bases  would  be  corn- 
market  would  be  encouraged  to  buy  from  delivered  in  February.  The  daily  bases  puted  from  records  of  deliveries  during 
producers  only  enough  milk  to  supply  for  each  producer  should  be  announced  the  preceding  base-forming  period, 
their  Class  I  needs.  Thus,  a  handler  by  the  market  administrator  on  or  be-  Such  provision  will  permit  these  pro¬ 
having  100  percent  Class  I  utilization  fore  March  1  of  each  year.  ducers  to  share  equitably  with  all  other 

could  add  producers  whenever  he  needed  During  the  months  of  March  through  producers  in  the  returns  for  milk, 
more  milk  and  discontinue  purchases  July,  separate  uniform  prices  would  be  Also,  should  the  effective  date  of  this 
from  certain  producers  when  he  did  not  computed  for  base  milk  and  excess  milk,  order  occur  after  the  beginning  of  the 
need  the  milk  for  Class  I  use.  If  han-  Base  milk  of  each  producer  would  be  period  provided  for  computing  bases, 
dlers  chose  to  pursue  a  practice  of  add-  that  quantity  of  milk  delivered  by  him  this  provision  would  allow  for  the  estab- 
ing  and  dropping  of  producers  in  this  during  the  month  up  to  his  average  daily  lishment  of  bases  computed  on  deliver- 
market  where  military  contracts  are  base  multiplied  by  the  number  of  days  of  ies  during  the  entire  preceding  base- 
a  substantial  portion  of  the  Class  I  milk  production  delivered  by  such  producer  forming  period. 

sales,  this  would  create  unstable  mar-  to  handlers  during  the  month.  Milk  (3)  Producer-settlement  fund.  Be- 
keting  conditions  and  would  shift  the  delivered  in  addition  to  this  quantity  by  cause  all  producers  will  receive  payment 
burden  of  carrying  the  necessary  reserve  the  producer  would  be  excess  milk.  at  the  rate  of  the  marketwide  uniform 
for  the  market  to  other  handlers  and  Base  and  excess  prices  would  be  com-  price  (or  uniform  base  and  excess  prices) 
to  other  producers.  puted  by  first  assigning  excess  milk  to  each  month,  and  because  the  payment 

To  the  extent  that  particular  handlers  Class  II  milk.  The  excess  price  would  due  from  each  handler  at  the  applicable 
demand  milk  of  higher  quality  or  milk  of  be  the  Class  n  price  except  in  those  class  prices  may  be  more  or  less  than  he 
other  special  requirements  not  required  months  when  the  total  Class  I  sales  ex-  1s  required  to  pay  directly  to  his  pro- 
by  the  responsible  health  authorities,  ceed  the  total  quantity  of  base  milk,  ducers,  some  method  of  balancing  these 
such  handlers  presumably  must  accord  During  such  months  the  excess  price  differences  is  necessary.  For  this  pur- 
extra  remuneration  to  their  producers  would  be  a  blend  of  the  Class  I  and  Class  pose  the  market  administrator  shall 
and  of  course  they  may  do  so  since  the  II  usage  of  excess  milk.  The  base  price  establish  a  producer-settlement  fund.  A 
order  sets  only  minimum  prices.  The  is  determined  by  dividing  the  total  vol-  handler  who  is  required  to  pay  more  ac- 
same  would  be  true  of  handlers  special-  ume  of  base  milk  into  the  remaining  cording  to  his  utilization  than  he  is  re- 
izing  in  breed  milk.  The  prices  estab-  value  of  milk  of  all  producers  after  sub-  quired  to  pay  his  producers,  shall  pay 
lished  by  the  order,  however,  are  those  tracting  the  value  of  excess  milk  and  the  such  difference  into  the  producer-settle- 
which  are  necessary  to  maintain  an  ade-  value  of  milk  from  producers  with  no  ment  fund.  A  handler  who  is  required 
quate  but  not  excessive  supply  of  milk  base.  to  pay  less  according  to  his  utilization 

of  standard  quality  for  the  market  as  a  In  some  cases,  due  to  audit  adjustment  than  he  is  required  to  pay  his  producers 
whole.  The  particular  problem  raised  or  inventory  classification,  the  normal  shall  receive  such  difference  from  the 
by  handlers  of  specialty  milk  is  thus  sep-  procedure  for  calculation  of  base  and  producer-settlement  fund, 
arate  and  apart  from  the  general  pur-  excess  prices  might  result  in  a  base  price  For  efficient  functioning  of  the  pro¬ 
pose  of  the  order  pricing.  The  solution  higher  than  the  Class  I  price.  In  such  ducer-settlement  fund,  a  reasonable  re- 
to  such  problem  proposed  by  such  han-  instances,  such  additional  value  over  the  serve  should  be  set  aside  each  month, 
dlers  would  serve  the  interest  of  these  Class  I  prices  should  be  assigned  first  to  This  fund  is  necessary  to  cover  such 
individual  handlers,  but  is  not  in  the  excess  milk  until  the  value  of  excess  contingencies  as  a  failure  of  a  handler 
interest  of  the  majority  of  producers.  milk  per  hundredweight  is  brought  up  to  to  pay  his  monthly  billing  promptly  to 
(2)  Base-excess  plan.  The  base-ex-  the  Class  I  price,  and  the  remaining  the  fund,  or  payment  to  a  handler  from 
cess  plan  presently  applicable  for  the  additional  value  should  be  prorated  be-  the  fund  by  reason  of  an  audit  adjust- 
Mississippi  Delta  order  with  slight  modi-  tween  base  and  excess  milk.  This  would  ment.  The  reserve,  which  would  be 
fications  should  be  adopted  for  the  con-  result  in  identical  base  and  excess  prices,  operated  as  a  revolving  fund  and  ad- 
solidated  market.  Certain  rules  should  be  provided  for  justed  each  month,  is  established  in  the 

A  base  and  excess  plan  will  serve  as  an  regulating  the  transfer  of  established  order  by  withholding  from  the  pool  corn- 
effective  means  of  evening  out  the  sea-  bases  between  producers.  Transfers  of  putation  each  month  an  amount  equal 
sona!  pattern  of  milk  deliveries.  This  bases  within  these  rules  should  be  made  to  not  less  than  4  cents  nor  more  than 
may  be  accomplished  by  relating  pro-  only  on  written  request  filed  with  the  5  cents  per  hundredweight  of  producer 
ducer  returns  during  high  production  market  administrator.  Such  request  milk.  Half  of  the  reserve  so  accumu- 
months  to  the  same  producer’s  deliveries  must  be  signed  by  the  base  holder  or  his  lated  would  be  added  each  month  to  the 
of  milk  during  the  low  production  heirs  and  by  the  person  to  whom  such  pool. 

months.  Such  a  plan  helps  to  achieve  a  base  is  transferred.  If  the  balance  in  the  producer-settle- 

level  production  pattern  throughout  the  It  would  be  possible  through  the  ma-  ment  fund  is  insufficient  to  cover  the 
year  which  is  in  the  interest  of  orderly  nipulation  of  ownership  during  the  base-  payments  due  handlers,  the  market 
marketing.  The  tendency  for  produc-  forming  period  to  achieve  a  combined  administrator  shall  uniformly  reduce 
tion  to  vary  seasonally  increases  the  base  of  two  producers  in  excess  of  the  payments  per  hundredweight  to  such 
problems  of  handling  reserve  milk  for  base  which  would  have  been  earned  by  handlers.  The  remaining  amounts  due 
the  market.  one  producer  delivering  the  same  milk  such  handlers  should  be  paid  as  soon  as 

The  base-excess  plan  proposed  by  the  production.  The  intent  of  the  order,  the  balance  in  the  fund  is  sufficient  to 
cooperative  associations  and,  included  however,  is  to  provide  a  means  of  deter-  meet  such  payments,  and  producers  in 
herein,  is  identical  with  minor  excep-  mining  a  base  for  each  producer  in  ac-  turn  should  receive  full  payment  from 
tion,  to  that  used  by  handlers  in  the  cordance  with  the  actual  receipts  of  milk  handlers.  In  order  to  reduce  the  possi- 
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bility  of  this  occurring,  milk  received 
by  any  handler  who  has  failed  to  make 
the  required  payments  for  the  preceding 
month  would  not  be  included  in  the  com¬ 
putation  of  the  uniform  price. 


a  supporting  statement.  Such  statement 
should  contain  the  identity  of  each  pro¬ 
ducer,  the  total  pounds  and  average 
butterfat  content  of  milk,  the  rate  used 
in  making  the  payment,  the  rate  and 


(4)  Payments  to  individual  producers  nature  of  each  deduction  claimed  by  the 


and  to  members  of  cooperative  associa-  handler  and  the  net  amount  of  payment  uses. 


proportion  that  producer  milk  was  uti¬ 
lized  by  that  handler.  These  reports  are 
necessary  for  cooperative  associations  to 
market  their  member  milk  most  effi¬ 
ciently  so  that  available  producer  miifc 
will  be  channeled  to  available  Class  I 


Each  handler  should  pay  each  to  each  producer. 


producer  for  milk  received  from  him  and  (f )  Administrative  provisions.  Cer- 


It  is  necessary  that  handlers  retain 
records  to  prove  the  utilization  of  the 


for  which  payment  is  not  made  to  a  tain  other  provisions  are  needed  in  the  milk  received  and  that  proper  payments 


cooperative  association,  not  later  than 
the  last  day  of  the  month,  for  milk  re¬ 
ceived  from  such  producer  during  the 
first  15  days  of  such  month,  an  amount 


order  to  carry  out  the  administrative 
steps  necessary  to  accomplish  the  pur¬ 
poses  of  the  proposed  regulation. 

(1)  Terms  and  definitions.  In  addi- 


per  hundredweight  not  less  than  the  tion  to  the  definitions  discussed  earlier 


Class  n  price  for  the  preceding  month. 
Pinal  payment  at  the  applicable  uniform 
price  should  be  made  no  later  than  the 
15th  day  after  the  end  of  each  month. 


in  this  decision  which  established  the 
scope  of  regulation,  certain  other  terms 
and  definitions  are  desirable  for  the  pur¬ 
pose  of  brevity  and  to  assure  that  each 


The  advance  payment  on  or  before  the  usage  of  the  term  implies  the  same 


last  day  of  the  month  should  be  required  meaning.  Such  terms  as  defined  in  the 


only  for  those  producers  still  delivering  proposed  order  are  common  to  most 
to  the  handler  after  the  18th  day  of  the  other  Federal  orders. 


month.  This  requirement  should  pro¬ 
tect  the  handler  from  possible  overpay¬ 
ment  and  at  the  same  time  assure  pro¬ 
ducers  of  timely  and  reasonable  advance 
payments. 

Provision  should  be  made  for  a  cooper¬ 
ative  association,  if  it  so  desires,  to  re¬ 
ceive  payment  for  the  producer  milk  of 


(2)  Market  administrator.  The  or¬ 
der  should  provide  for  the  appointment 
by  the  Secretary  of  a  market  adminis¬ 
trator  to  administer  the  order  and  should 


were  made  therefor.  Since  the  books  of 
all  handlers  associated  with  the  market 
cannot  be  audited  immediately  it  is  nec¬ 
essary  that  such  records  be  kept  for  a 
reasonable  period  of  time. 

The  order  should  provide  limitations 
on  the  period  of  time  handlers  shall  be 
required  to  retain  books  and  records  and 
on  the  period  of  time  in  which  obliga¬ 
tions  under  the  order  should  terminate. 
The  obligations  of  any  handler  under  the 
order  shall  terminate  two  years  after  the 
last  day  of  the  calendar  month  during 
which  the  market  administrator  receives 
the  handler’s  utilization  report  on  the 
milk  involved  in  such  obligation,  unless 
the  handler  fails  or  refuses  to  make 


set  forth  powers  and  duties  of  the  market  available  all  required  books  and  records 


administrator. 


or  a  handler’s  obligation  involves  fraud 


(3)  Records  and  reports.  Provisions  or  willful  concealment  of  a  fact.  The 


should  be  included  in  the  order  requiring  provisions  made  in  this  order  are  identi- 


its  members  which  is  received  by  a  pool  handlers  to  maintain  adequate  records  cal  in  principle  to  those  adopted  for  all 


The  collection  of  payments  for  of  their  operations  and  to  make  the  re¬ 


milk  of  its  members  will  permit  the  co¬ 
operative  association  to  reblend  proceeds 


ports  necessary  to  establish  the  proper 
classification  and  pricing  of  milk  and 


from  the  sale  of  such  milk,  will  tend  to  payments  due  producers  for  milk.  Time 


facilitate  the  transfer  of  milk  from  han¬ 
dler  to  handler  to  maximize  the  use  of 
producer  milk  in  Class  I,  and  will  aid 
in  the  diversion  of  surplus  milk  to  other 


plants.  Thus,  a  cooperative  association  ket  administrator. 


limits  must  be  prescribed  for  filing  such 
reports  and  for  making  payments  to  pro¬ 
ducers.  Dates  must  be  established  for 
the  announcement  of  prices  by  the  mar- 


will  be  assisted  in  discharging  its  respon-  It  is  essential  that  handlers’  reports  (4)  Expense  of  administration.  The 
sibilities  to  its  members  and  the  market.  ■  be  submitted  to  the  market  administra-  Act  requires  handlers  to  pay  the  cost  of 
The  Act  provides  for  the  payment  by  tor  not  later  than  the  sixth  day  of  each  operating  an  order  through  an  assess- 
handlers  to  cooperative  associations  of  month.  The  market  administrator  ment  on  milk  handled.  Each  handler 
producers  for  milk  delivered  by  their  should  announce  the  uniform  price  and  operating  a  pool  plant  should  be  required 


milk  orders  in  operation  on  July  30, 1947, 
following  the  Secretary’s  decision  of 
January  26,  1949  (14  F.R.  444).  Official 
notice  of  such  decision  was  taken  on  the 
record.  The  reasons  for  such  provisions 
as  are  set  forth  in  that  decision  are  simi¬ 
larly  applicable  to  the  situation  in  this 
market  and  the  provisions  should  be 
adopted  in  this  order. 

(4)  Expense  of  administration.  The 
Act  requires  handlers  to  pay  the  cost  of 
operating  an  order  through  an  assess- 


producers  for  milk  delivered  by  their  should  announce  the  uniform  price  and 
members  and  permits  the  reblending  of  the  uniform  prices  for  base  milk  and  for 


all  proceeds  from  the  sale  of  member 
milk.  Cooperative  associations  in  the 
area  have  contracts  with  their  members 


excess  milk  for  the  previous  month’s 
milk  by  the  10th  of  each  month.  The 
payroll  report  of  each  handler  should 


which  allow  the  associations  to  collect  be  submitted  to  the  market  administra- 


payment  for  members’  milk.  Therefore,  tor  on  or  before  the  20th  day  of  each 


each  handler,  if  so  requested,  should  pay  month.  It  should  include  such  informa- 


cooperative  associations,  in  lieu  of  pay¬ 
ing  the  producer,  the  full  amount  due  for 
such  producer’s  milk.  The  association’s 
request  should  provide  for  reimburse¬ 
ment  for  any  loss  incurred  because  of  an 
improper  claim.  Handlers  should  be  ra¬ 


tion  as  weight,  butterfat  tests,  payments 
for  milk  and  authorized  deductions. 

Handlers  should  maintain  and  make 
available  to  the  market  administrator  all 
records  and  accounts  of  their  operations 
which  are  necessary  to  determine  the  ac¬ 


quired  to  pay  the  association  two  days  curacy  of  the  information  reported  to 
before  payment  is  required  to  be  made  the  market  administrator  or  any  other 


to  individual  producers  so  that  the.coop- 
erative  will  have  time  to  reblend  its  re¬ 
ceipts  and  pay  its  members  on  the  same 


information  upon  which  the  classifica¬ 
tion  of  producer  milk  depends.  The 
market  administrator  must  likewise  be 


date  nonmembers  are  required  to  be  permitted  to  check  the  accuracy  of 


weights  and  tests  of  milk  and  milk  prod- 


A  handler  should  be  required  also  to  ucts  received  and  handled  and  to  verify 


pay  a  cooperative  association  for  all  milk 
purchased  from  such  association  in  its 
capacity  as  a  pool  handler  at  not  less 
than  the  class  use  value  of  such  milk 
computed  at  the  specified  order  prices. 
A  cooperative  association  may  not  sell 
milk  to  any  handler  at  less  than  the 
specified  order  prices  and  this  provision 
will  implement  the  enforcement  of  such 
requirement. 

At  the  time  final  settlement  is  made  by 
the  handler,  he  should  submit  to  the 
producer  (or  his  cooperative  association) 


all  payments  required  under  the  orders. 

Detailed  reports  to  the  market  admin¬ 
istrator  by  all  handlers  would  be  used 
to  determine  whether  the  plants  of  such 
handlers  qualify  as  pool  plants. 

The  market  administrator  should  re¬ 
port  to  each  cooperative  association, 
which  so  requests,  the  percentage  of  milk 


to  pay  to  the  market  administrator,  as 
his  proportionate  share  of  the  cost  of  ad¬ 
ministering  the  order,  5  cents,  or  such 
lesser  amount  as  the  Secretary  may  pre¬ 
scribe,  on  all  receipts  within  the  month 
of  milk  from  producers  including  milk 
of  such  handler’s  own  production,  any 
other  source  milk  allocated  to  Class  I 
(except  milk  so  assessed  under  another 
Federal  order) ,  and  milk  received  from  a 
cooperative  association  in  its  capacity  as 
a  handler  on  farm  bulk  tank  milk. 

The  maximum  rate  of  administrative 
assessment  of  5  cents  per  hundredweight 
continues  the  rate  currently  effective  un¬ 
der  the  Mississippi  Delta  order  and  the 
same  rate  of  assessment  provided  under 
the  now  terminated  Central  Mississippi 
order.  This  rate  appropriately  provided 
funds  for  the  market  administrator  to 
meet  the  necessary  cost  of  administering 
these  orders.  Since  the  funds  from  this 
rate  of  assessment  covered  the  expense 
of  prior  administration  of  the  regulation 
of  the  milk  which  now  will  be  regulated 
under  this  order,  it  is  concluded  that  it 
will  provide  adequate  funds  to  cover  the 
administrative  costs. 

This  order  specifies  minimum  per- 


delivered  by  its  members  and  utilized  in  formance  standards  which  must  be  met 


each  class  at  each  pool  plant  receiving 
such  milk.  For  the  purpose  of  this  re¬ 
port  the  percentage  of  members’  milk  in 


to  obtain  regulated  status.  With  certain 
specified  exceptions,  operators  of  plants 
not  meeting  such  standards  would,  under 


each  pool  plant  should  be  prorated  in  the  the  provisions  proposed  in  this  decision. 
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be  required  to  either  make  specified  pay¬ 
ments  into  the  producer-settlement  fund 
on  route  distribution  in  the  marketing 
area  in  excess  of  offsetting  purchases  of 
Federal  order  Class  I  milk,  or  otherwise 
pay  into  such  fund  and/or  to  dairy  farm¬ 
ers,  an  amount  not  less  than  the  full 
classified  use  value  of  receipts  (com¬ 
puted  as  though  such  plant  were  a  fully 
regulated  plant) . 

The  market  administrator,  in  adminis¬ 
tering  an  order  as  it  applies  to  the  non¬ 
pool  route  distributor,  must  incur  ex¬ 
penses  in  essentially  the  same  manner  as 
in  applying  the  order  to  pool  handlers. 
Partial  regulation  (as  prescribed)  of 
such  distributor  does  not,  however,  pro¬ 
vide  the  same  benefits  to  such  handler  as 
accrue  to  the  fully  regulated  handler; 
i.e.,  the  privilege  of  participation  in  the 
market  pool  and  assurance  of  uniform 
price  payments  to  his  diary  farmers.  If 
the  nonpool  route  distributor  elects  to 
make  a  payment  on  his  in-area  sales  at 
the  difference  between  the  Class  I  price 
and  the  uniform  price  for  the  market,  the 
expenses  incurred  by  the  market  admin¬ 
istrator  in  administering  the  terms  of  the 
order  on  such  handler  are  nominal  and 
payment  of  the  administrative  assess¬ 
ment  on  his  in-area  sales  reasonably 
would  constitute  his  pro  rata  share  of 
administrative  expense. 

In  the  situation  where  such  a  distribu¬ 
tor  for  any  reason  actually  pays  his  dairy 
farmers  the  full  use  value  of  their  milk 
(computed  at  order  prices) ,  it  has  in  the 
past  on  the  basis  of  substantial  record 
evidence  in  promulgation  hearings,  been 
found  necessary  in  many  areas  to  re¬ 
quire  payment  by  such  distributor  of  an 
administrative  assessment  on  his  total 
receipts  of  milk  in  order  to  defray  the 
costs  of  complete  plant  auditing  to  verify 
the  utilization  and  payments  as  claimed. 
In  large  measure,  such  a  distributor’s 
operations  are  more  comparable  to  those 
of  a  fully  regulated  handler  and  such  as¬ 
sessment  is  substantially  the  same  as  for 
a  fully  regulated  handler.  There  is 
reason  to  believe,  however,  that  in  some 
instances  such  an  assessment  might 
make  possible  a  financial  obligation 
under  the  order  in  excess  of  his  total 
obligation  through  the  alternative  of 
electing  to  make  a  payment  into  the 
producer-settlement  fund.  Prom  the  fi¬ 
nancial  standpoint  such  a  situation  pro¬ 
vides  little  practical  alternative  to  such 
handler  but  to  pay  the  required  pool 
payment.  In  order  to  give  more  mean¬ 
ingful  effect  to  the  choice  of  an  alterna¬ 
tive,  the  pro  rata  share  of  the  adminis¬ 
trative  expense  of  the  order  should  be 
the  regular  assessment  rate  applied  to 
such  milk  as  is  actually  disposed  of  as 
Class  I  in  the  regulated  area  that  ex¬ 
ceeds  Class  I  milk  received  from  other 
regulated  plants  or  other  order  plants, 
irrespective  of  whether  the  option  to  pay 
into  the  producer-settlement  fund  is 
elected  by  the  unregulated  distributor. 

In  the  case  of  unregulated  milk  which 
enters  the  market  through  a  fully  regu¬ 
lated  plant  for  Class  I  use,  it  is  the 
regulated  handler  who  utilizes  the  un¬ 
regulated  milk  and  who  must  report  to 
the  market  administrator  the  receipt 
and  use  of  such  milk  as  well  as  on  all 
other  milk  received  and  utilized.  Also, 


the  receipts  and  utilization  of  all  milk  at 
his  plant  are  subject  to  verification  by  the 
market  administrator.  It  is  concluded, 
therefore,  that  the  regulated  handler 
should  be  responsible  for  payment  of  the 
administrative  assessment  with  respect 
to  such  unregulated  milk. 

The  market  administrator  must  have 
funds  sufficient  to  enable  him  to  admin¬ 
ister  the  order.  The  order  is  designed  to 
share  this  cost  equitably  among  all  han¬ 
dlers  distributing  milk  in  the  proposed 
marketing  area.  However,  to  prevent 
duplication  an  assessment  should  not  be 
made  on  other  source  milk  on  which  an 
assessment  was  made  under  another 
Federal  order. 

Provision  should  be  made  so  that  the 
Secretary  may  reduce  the  amount  of  the 
administrative  assessment  without  the 
necessity  of  amending  the  order.  The 
rate  can  thus  be  reduced  when  experience 
indicates  a  lower  rate  will  be  sufficient 
to  provide  adequate  funds  for  the  admin¬ 
istration  of  the  order. 

(5)  Marketing  service.  Provisions 
should  be  made  in  the  order  for  provid¬ 
ing  for  marketing  services  to  producers, 
such  as  the  verification  of  tests  and 
weights  of  producer  milk  and  furnishing 
them  with  market  information.  The 
services  should  be  provided  by  the  market 
administrator  and  the  cost  should  be 
borne  by  producers  for  whom  the  services 
are  rendered.  If  a  qualified  cooperative 
association  is  performing  such  services 
for  its  member  producers  and  is  approved 
for  such  activity  by  the  Secretary,  the 
market  administrator  may  accept  this  in 
lieu  of  his  own  services. 

There  is  need  for  a  marketing  service 
program  in  connection  with  the  adminis¬ 
tration  of  the  order  in  this  area.  Orderly 
marketing  will  be  promoted  by  assuring 
individual  producers  that  they  have  ob¬ 
tained  accurate  weights  and  tests  of  their 
milk.  Complete  verification  requires 
that  butterfat  tests  and  weights  of  in¬ 
dividual  producers’  deliveries  as  reported 
by  the  handler  are  proved  to  be  accurate. 

An  additional  phase  of  this  market 
service  program  is  to  furnish  producers 
with  current  market  information.  Effi¬ 
ciency  in  the  production,  utilization  and 
marketing  of  milk  will  be  promoted  by 
providing  for  the  dissemination  of  cur¬ 
rent  market  information  on  a  marketwide 
basis  to  all  producers. 

To  enable  the  market  administrator 
to  furnish  these  marketing  services,  pro¬ 
vision  should  be  made  for  a  maximum 
deduction  of  7  cents  per  hundredweight 
with  respect  to  receipts  of  milk  from 
producers  for  whom  he  renders  market¬ 
ing  services.  This  is  the  same  rate  as 
previously  provided  in  the  Central  Mis¬ 
sissippi  and  Mississippi  Delta  orders  and 
has  provided  funds  necessary  to  conduct 
the  program.  If  later  experience  indi¬ 
cates  that  marketing  services  can  be  per¬ 
formed  at  a  lesser  rate,  provision  is  made 
whereby  the  Secretary  may  adjust  the 
rate  downward  without  the  necessity  of 
a  hearing.  In  the  event  a  qualified  co¬ 
operative  association  has  been  deter¬ 
mined  to  be  performing  such  marketing 
services  for  its  members,  handlers  would 
be  required  to  pay  to  the  cooperative  as¬ 
sociation  such  deductions  as  are  author¬ 
ized  by  its  producer  members. 


(6)  Interest  payments  on  overdue  ac¬ 
counts.  Provision  is  made  for  the  pay¬ 
ment  of  interest  on  amounts  due  to  the 
market  administrator  at  the  rate  of  one- 
half  of  1  percent  each  month  beginning 
on  the  third  day  following  the  date  such 
obligation  is  due  and  until  such  obliga¬ 
tion  is  paid. 

Prompt  payment  of  amounts  due  to  the 
market  administrator  is  essential  to  the 
operation  of  order  provisions.  Interest 
charges  will  encourage  payment  of 
amounts  due  on  or  before  the  specified 
date.  The  rate  provided  herein  is  rea¬ 
sonable  to  compensate  for  the  cost  of 
borrowing  money  in  accord  with  normal 
business  practices. 

On  the  other  hand,  there  was  no  pre¬ 
sumption  of  delay  of  payments  by  the 
market  administrator  once  obligation 
on  his  part  is  established,  unless  the 
monies  properly  due  to  him  from  han¬ 
dlers  had  not  yet  been  received.  Ac¬ 
cordingly,  there  is  no  need  to  apply  in¬ 
terest  charge  on  obligations  owed  by  the 
market  administrator  to  handlers. 

4.  Mississippi  Delta  order  issues.  In¬ 
asmuch  as  it  has  been  concluded  that 
the  marketing  area  presently  regulated 
by  the  Mississippi  Delta  order  should  be 
part  of  the  proposed  Mississippi  order, 
there  is  no  need  to  make  further  findings 
with  respect  to  amendments  to  the  Delta 
order.  The  Mississippi  Delta  order 
would  be  merged  with  the  proposed  Mis¬ 
sissippi  order  upon  its  issuance. 

Supplemental  determination.  The  ter¬ 
mination  order  issued  by  the  Acting 
Secretary  on  August  27, 1964,  terminated 
all  provisions  of  Order  Nos.  103  and  107, 
except  those  relating  to  liquidation  and 
continuing  obligations.  To  implement 
the  completion  of  the  requirements  of 
these  provisions  in  a  manner  which  will 
coordinate  with  the  issuance  of  the  pro¬ 
posed  Mississippi  order,  provision  should 
be  made  for  the  orderly  and  equitable 
disposition  of  funds  under  the  Central 
Mississippi,  Mississippi  Delta,  and  Missis¬ 
sippi  Gulf  Coast  orders.  The  entire 
assets  of  the  Central  Mississippi  and  Mis¬ 
sissippi  Delta  administrative  fund  should 
be  transferred  to  the  administrative  fund 
of  the  Mississippi  order.  The  assets  of 
the  Mississippi  Gulf  Coast  administrative 
fund  should  be  allocated  to  handlers  pro 
rata  to  their  contribution  to  such  fund 
based  on  assessments  on  milk  received 
during  the  period  September  1962 
through  August  1964.  Monies  should  be 
paid  to  the  respective  handlers  according 
to  this  allocation,  except  that  monies  so 
allocated  to  the  Gulf  Milk  Association 
should  be  transferred  to  the  administra¬ 
tive  fund  of  the  Mississippi  order.  Gulf 
Milk  Association,  with  respect  to  its  dis¬ 
tributing  plant  at  Picayune,  Miss.,  is  the 
only  handler  with  a  plant  fully  regulated 
under  the  Mississippi  Gulf  Coast  order 
during  the  period  of  September  1962 
through  August  1964  which  would  also 
be  a  fully  regulated  plant  under  the  pro¬ 
posed  Mississippi  order.  Transfer  of 
such  funds  attributable  to  this  plant  will 
place  all  handlers  with  plants  subject  to 
full  regulation  on  an  equitable  basis. 

Reserves  in  the  producer-settlement 
funds  and  assets  of  the  marketing  serv¬ 
ice  funds  should  be  disposed  of  by 
parallel  procedures.  However,  in  view 
of  administrative  problems  which  would 
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be  encountered  in  precisely  distributing 
these  funds  to  producers  and  the  amounts 
of  monies  to  be  distributed,  the  producer- 
settlement  fund  reserve  of  the  Missis¬ 
sippi  Gulf  Coast  order  should  be  allocated 
to  producers  pro  rata  to  their  producer 
milk  deliveries  in  August  1964.  Monies 
so  allocated  to  members  of  Gulf  Milk  As¬ 
sociation  should  be  transferred  to  the 
producer-settlement  fund  of  the  Mis¬ 
sissippi  order  and  monies  allocated  to 
other  producers  should  be  paid  directly 
to  them  by  the  market  administrator  on 
behalf  of  the  handler.  Assets  of  the 
marketing  service  fund  of  the  Missis¬ 
sippi  Gulf  Coast  order  should  be  allocated 
to  producers  who  were  not  members  of 
a  cooperative  association  in  August  1964 
and  to  producers  who  were  members  of 
Gulf  Coast  Dairymen’s  Association  at 
that  time  pro  rata  to  their  producer  milk 
deliveries.  The  Gulf  Coast  Dairymen’s 
Association  is  a  relatively  new  coopera¬ 
tive  association  and  its  members  made 
substantial  contributions  to  the  market¬ 
ing  service  fund  and  therefore  merit  an 
equity  in  such  reserve.  Monies  so  al¬ 
located  should  be  paid  directly  to  the 
producers  by  the  market  administrator. 

Persons  receiving  payment  from  such 
funds  or  for  whom  such  payments  are 
made  by  the  market  administrator  shall 
have  no  further  claims  against  the  re¬ 
spective  fund.  Any  other  liabilities  of 
such  funds  under  the  individual  orders 
should  be  paid  from  the  new  funds  so 
created.  Similarly,  obligations  which  are 
due  and  owing  to  the  funds  under  the 
separate  orders  should  remain  and  be 
paid  into  the  combined  funds  under  the 
Mississippi  order. 

Rulings  on  proposed  findings  and  con¬ 
clusions.  Briefs  and  proposed  findings 
and  conclusions  were  filed  on  behalf  of 
certain  interested  parties.  These  briefs, 
proposed  findings  and  conclusions  and 
the  evidence  in  the  record  were  con¬ 
sidered  in  making  the  findings  and  con¬ 
clusions  set  forth  above.  To  the  extent 
that  the  suggested  findings  and  conclu¬ 
sions  filed  by  interested  parties  are  in¬ 
consistent  with  the  findings  and  conclu¬ 
sions  set  forth  herein,  the  requests  to 
make  such  findings  or  reach  such  con¬ 
clusions  are  denied  for  the  reasons  pre¬ 
viously  stated  in  this  decision. 

General  findings,  (a)  The  proposed 
marketing  agreement  and  order  and  all 
of  the  terms  and  conditions  thereof,  will 
tend  to  effectuate  the  declared  policy  of 
the  Act; 

(b)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the 
Act  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds, 
and  other  economic  conditions  which  af¬ 
fect  market  supply  and  demand  for  milk 
in  the  marketing  area,  and  the  minimum 
prices  specified  in  the  proposed  market¬ 
ing  agreement  and  the  order,  are  such 
prices  as  will  reflect  the  aforesaid  fac¬ 
tors,  insure  a  sufficient  quantity  of  pure 
and  wholesome  milk,  and  be  in  the  public 
interest; 

(c)  The  proposed  marketing  agree¬ 
ment  and  order  will  regulate  the  han¬ 
dling  of  milk  in  the  same  manner  as,  and 
will  be  applicable  only  to  persons  in  the 
respective  classes  of  industrial  and  com¬ 


mercial  activity  specified  in  a  marketing 
agreement  upon  which  a  hearing  has 
been  held; 

(d)  All  milk  and  milk  products  han¬ 
dled  by  handlers,  as  defined  in  the  Mis¬ 
sissippi  order,  as  hereby  proposed,  are  in 
the  current  of  interstate  commerce  or 
directly  burden,  obstruct,  or  affect  inter¬ 
state  commerce  in  milk  or  its  products; 
and 

(e)  It  is  hereby  found  that  the  neces¬ 
sary  expense  of  the  market  administra¬ 
tor  for  the  maintenance  and  function¬ 
ing  of  such  agency  will  require  the  pay¬ 
ment  by  each  handler,  as  his  pro  rata 
share  of  such  expense,  5  cents  per  hun¬ 
dredweight  or  such  lesser  amount  as  the 
Secretary  may  prescribe,  with  respect  to: 

(i)  Receipts  of  producer  milk  (includ¬ 
ing  such  handler’s  own  production) ; 

(ii)  Other  source  milk  allocated  to 
Class  I  pursuant  to  §  1103.46(a)  (3)  and 
(7)  and  the  corresponding  steps  of 
§  1103.46(b) ; 

(iii)  Applicable  amounts  specified  in 
§  1103.62;  and 

(iv)  Receipts  from  a  cooperative  as¬ 
sociation  in  its  capacity  as  a  handler 
pursuant  to  §  1103.13(d). 

Recommended  marketing  agreement 
and  order.  The  following  order  regulat¬ 
ing  the  handling  of  milk  in  the  Missis¬ 
sippi  marketing  area  is  recommended  as 
the  detailed  and  appropriate  means  by 
which  the  foregoing  conclusions  may  be 
carried  out.  The  recommended  market¬ 
ing  agreement  is  not  included  in  this  de¬ 
cision  because  the  regulatory  provisions 
thereof  would  be  the  same  as  those  con¬ 
tained  in  the  proposed  order. 

Order  Regulating  the  Handling  of  Milk 
in  the  Mississippi  Marketing  Area ' 

Definitions 

&GC 

1103.1  Act. 

1103.2  Secretary. 

1103  A  Department. 

1103.4  Person. 

1103.5  Cooperative  association. 

1103.6  Mississippi  marketing  area. 

1103.7  Route  disposition. 

1103.8  Plant. 

1103.9  Distributing  plant. 

1103.10  Supply  plant. 

1103.11  Pool  plant. 

1103.12  Nonpool  plant. 

1103.13  Handler. 

1103.14  Producer-handler. 

1103.15  Producer. 

1103.18  Producer  milk. 

1 103 .17  Other  source  milk. 

1103.18  Fluid  milk  product. 

1103.19  Chicago  butter  price. 

Market  Administrator 

1103.20  Designation. 

1103.21  Powers. 

1103.22  Duties. 

Reports,  Records,  and  Facilities 

1103.30  Reports  of  receipts  and  utilization. 

1103.31  Payroll  reports. 

1103.32  Other  reports. 

1103.33  Records  and  facilities. 

1103.34  Retention  of  records. 

•This  order  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  §  900.14  of 
the  rules  of  practice  and  procedure  govern¬ 
ing  proceedings  to  formulate  marketing 
agreements  and  marketing  orders  have  been 
met. 


Classification 

Sec. 

1103.40  Skim  milk  and  butterfat  to  be  »i°«- 

sified. 

1103.41  Classes  of  utilization. 

1103.42  Assignment  of  shrinkage. 

1103.43  Responsibility  of  handlers  and  re¬ 

class  flcatlon  of  mUk. 

1103.44  Transfers. 

1103.45  Computation  of  the  skim  miiy 

butterfat  In  each  class. 

Minimum  Prices 

1103.50  Basic  formula  price. 

1103.51  Class  prices. 

1103.52  Butterfat  differential  to  handlers. 

1103.53  Location  differential  to  handlers. 

1103.54  Use  of  equivalent  prices. 

Application  of  Provisions 

1103.60  Producer-handler. 

1103.61  Plants  subject  to  other  Federal 

orders. 

1103.62  Obligations  of  handler  operating  a 

partially  regulated  distributing 
plant. 

Determination  of  Prices  to  Producers 

1103.70  Computation  of  the  net  pool  obli¬ 

gation  of  each  pool  handler. 

1103.71  Computation  of  the  weighted  aver¬ 

age  price  and  uniform  price. 

1103.72  Computation  of  uniform  prices  for 

base  milk  and  for  excess  milk. 

Base  Rating 

1103.80  Determination  of  dally  base. 

1103.81  Computation  of  base. 

1103.82  Base  rules. 

1103.83  Announcement  of  established 

bases. 

Payments 

1103.90  Time  and  method  of  payment. 

1103.91  Producer  butterfat  differential. 

1103.92  Location  differential  to  producers 

and  on  nonpool  milk. 

1103.93  Adjustment  of  accounts. 

1103.94  Marketing  services. 

1103.95  Expense  of  administration. 

1103.96  Producer-settlement  fund. 

1103.97  Payments  to  the  producer-settle¬ 

ment  fund. 

1103.98  Payments  out  of  the  producer- 

settlement  fund. 

1103.99  Overdue  accounts. 

1103.100  Termination  of  obligations. 

Miscellaneous  Provisions 

1103.105  Effective  time. 

1103.106  Suspension  or  termination. 

1103.107  Continuing  obligations. 

1103.108  Liquidation. 

1103.109  Agents. 

1103.110  Separability  of  provisions. 

Authoritt:  The  provisions  of  this  Part 
1103  Issued  under  secs.  1-19,  48  Stat.,  31  as 
amended:  7  UJS.C.  601-674. 

Definitions 

§  1103.1  Act. 

“Act”  means  Public  Act  No.  10,  73d 
Congress,  as  amended,  and  as  re-enacted 
and  amended  by  the  Agricultural  Mar¬ 
keting  Agreement  Act  of  1937,  as  amend¬ 
ed  (7  U.S.C.  601  et  seq.). 

§  1103.2  Secretary. 

“Secretary”  means  the  Secretary  of 
Agriculture  of  the  United  States  or  any 
officer  or  employee  of  the  United  States 
authorized  to  exercise  the  powers  or  to 
perfdrm  the  duties  of  the  said  Secre-i 
tary  of  Agriculture. 
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§  1103.3  Department. 

“Department”  means  the  United 
States  Department  of  Agriculture  or  any 
other  Federal  agency  authorized  to  per¬ 
form  the  price  reporting  functions  speci¬ 
fied  in  this  part. 

§  1103.4  Person. 

“Person”  means  any  individual,  part¬ 
nership,  corporation,  association  or  any 
other  business  unit. 

§  1103.5  Cooperative  association. 

“Cooperative  association”  means  any 
cooperative  marketing  association  which 
the  Secretary  determines,  after  appli¬ 
cation  by  the  association: 

(a)  To  be  qualified  under  the  provi¬ 
sions  of  the  Act  of  Congress  of  February 
18,  1922,  as  amended,  known  as  the 
“Capper- Volstead  Act”;  and 

(b)  To  have  full  authority  in  the  sale 
of  milk  of  its  members  and  to  be  engaged 
in  making  collective  sales  of  or  market¬ 
ing  milk  or  its  products  for  its  members. 


operated  by  one  or  more  persons,  con¬ 
stituting  a  single  operating  unit  or  es¬ 
tablishment  at  which  milk  or  milk  prod¬ 
ucts  are  received  and/or  processed  or 
packaged:  Provided,  That  a  separate  es¬ 
tablishment  or  facility  used  only  for  the 
purpose  of  transferring  bulk  milk  from 
one  tank  truck  to  another  tank  truck, 
or  only  as  a  distributing  depot  for  fluid 
milk  products  in  transit  for  route  dispo¬ 
sition  shall  not  be  a  plant  under  this 
definition. 

§1103.9  Distributing  plant. 

“Distributing  plant”  means  a  plant 
from  which  fluid  milk  products,  eligible 
for  distribution  under  a  Grade  A  label 
are  disposed  of  during  the  month  as  route 
disposition  in  the  marketing  area. 

§1103.10  Supply  plant. 

“Supply  plant”  means  a  plant  from 
which  fluid  milk  products,  eligible  for 
distribution  under  a  Grade  A  label,  are 
moved  during  the  month  to  a  distribut¬ 
ing  plant. 


§  1103.6  Mississippi  marketing  area. 

The  “Mississippi  marketing  area”, 
hereinafter  called  the  “marketing  area”, 
means  all  the  territory  geographically 
within  the  places  listed  below,  all  water¬ 
front  facilities  connected  therewith  and 
all  territory  wholly  or  partially  therein 
occupied  by  government  (municipal, 
State  or  Federal)  reservations,  installa¬ 
tions,  institutions  or  other  similar  estab¬ 
lishments  all  in  the  State  of  Mississippi: 


Counties 


Adams. 

Attala. 

Bolivar. 

Calhoun  (Beats  1 
and  4  only). 
Carroll. 

Choctaw. 

Claiborne. 

Clarke. 

Coahoma  (Beats  4 
and  5  only) . 

Copiah. 

Covington. 

Forrest. 

Franklin. 

Grenada. 

Harrison  (Keesler  Air 
Force  Base  only) . 
Hinds. 

Holmes. 

Humphreys. 

Jasper. 

Jefferson. 

Jefferson  Davis. 

Jones. 

Lamar. 

Lauderdale. 

Lawrence. 

Leake. 

Leflore. 

Lincoln. 

Lowndes. 


Madison. 

Marion. 

Montgomery. 

Neshoba. 

Newton. 

Noxubee. 

Oktibbeha. 

Perry. 

Quitman  (Beats  2,  3, 
4,  and  5  and  the 
village  of  Crowder 
including  that  por¬ 
tion  in  Panola 
County) . 

Rankin. 

Scott. 

Sharkey. 

Simpson. 

Smith. 

Sunflower. 

Tallahatchie. 

Walthall. 

Warren. 

Washington. 

Wayne. 

Webster  (except  Beat 
5). 

Winston. 

Yazoo. 

Yalobusha  (Beats  1, 
4  and  5  only) . 


§  1103.7  Route  disposition. 

“Route  disposition”  means  any  deliv¬ 


ery  of  a  fluid  milk  product  from  a  plant 
to  wholesale  or  retail  outlets  (including 
any  delivery  by  a  vendor,  from  a  plant 
store  or  through  a  vending  machine) 
other  than  a  delivery  to  a  plant. 

§1103.8  Plant. 


“Plant”  means  the  land  and  buildings 
together  with  their  surroundings,  facil¬ 
ities  and  equipment  whether  owned  or 
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§1103.11  Pool  plant. 

“Pool  plant”  means: 

(a)  A  distributing  plant  other  than 
the  plant  of  a  producer-handler,  from 
which  a  volume  of  Class  I  milk  not  less 
than  50  percent  of  the  Grade  A  milk 
received  at  such  plant  from  dairy  farm¬ 
ers  is  disposed  of  during  the  month  as 
route  disposition  and  the  volume  so  dis¬ 
posed  of  in  the  marketing  area  is  at  least 
20  percent  of  its  total  Class  I  route  dis¬ 
position  or  a  daily  average  during  the 
month  of  7,000  pounds,  whichever  is  less; 

(b)  A  supply  plant  from  which  a  vol¬ 
ume  of  fluid  milk  products  not  less  than 
50  percent  of  the  Grade  A  milk  received 
at  such  plant  from  dairy  farmers  is 
transferred  during  the  month  to  a  dis¬ 
tributing  plant(s)  from  which  a  volume 
of  Class  I  milk  not  less  than  50  percent 
of  its  receipts  of  Grade  A  milk  from  dairy 
farmers  and  from  other  plants  is  disposed 
of  as  route  disposition  during  the  month 
and  the  volume  so  disposed  of  in  the 
marketing  area  is  at  least  20  percent  of 
its  total  Class  I  route  disposition  or  a 
daily  average  during  the  month  of  7,000 
pounds,  whichever  is  less:  Provided, 
That  any  plant  which  was  a  pool  plant 
pursuant  to  this  paragraph  in  each  of 
the  months  of  September  through  Jan¬ 
uary  shall  be  a  pool  plant  in  each  of  the 
following  months  of  February  through 
August  in  which  it  does  not  meet  the 
shipping  requirements  unless  written 
request  is  filed  with  the  market  admin¬ 
istrator  prior  to  the  beginning  of  any 
such  month  for  nonpool  status  for  the 
remaining  months  through  August;  and 

(c)  A  nondistributing  plant,  which  is 
operated  by  a  cooperative  association 
and  which  does  not  meet  the  shipping 
requirements  of  paragraph  (b)  of  this 
section,  in  any  month  in  which  the  vol¬ 
ume  of  milk  received  at  pool  distribut¬ 
ing  plants  directly  from  member  pro¬ 
ducers  of  such  cooperative  association  is 
not  less  than  60  percent  of  the  total 
pounds  of  such  association’s  member 
producer  milk  (including  that  received 
at  such  nondistributing  plant),  received 
by  all  pool  handlers  during  the  month, 
except  that  on  written  request  for  non¬ 
pool  status  for  any  month,  made  to  the 


market  administrator  prior  to  the  be¬ 
ginning  of  such  month,  the  plant  shall 
be  a  nonpool  plant  for  the  month  and 
for  each  of  the  succeeding  11  months  in 
which  it  does  not  qualify  as  a  pool  plant 
pursuant  to  paragraph  (b)  of  this  sec¬ 
tion. 

§1103.12  Nonpool  plant. 

“Nonpool  plant”  means  any  milk  re¬ 
ceiving,  manufacturing  or  processing 
plant  other  than  a  pool  plant.  The  fol¬ 
lowing  categories  of  nonpool  plants  are 
further  defined  as  follows : 

(a)  “Other  order  plant”  means  a  plant 
that  is  fully  subject  to  the  pricing  and 
pooling  provisions  of  another  order  is¬ 
sued  pursuant  to  the  Act. 

(b)  “Producer-handler  plant”  means 
a  plant  operated  by  a  producer-handler 
as  defined  in  any  order  (including  this 
part)  issued  pursuant  to  the  Act. 

(c)  “Partially  regulated  distributing 
plant”  means  a  nonpool  plant  that  is 
neither  an  other  order  plant  nor  a  pro¬ 
ducer-handler  plant,  from  which  fluid 
milk  products  labeled  Grade  A  in  con¬ 
sumer-type  packages  or  dispenser  units 
are  disposed  of  as  route  disposition  in 
the  marketing  area  during  the  month. 

(d)  “Unregulated  supply  plant”  means 
a  nonpool  plant  from  which  fluid  milk 
products  eligible  for  distribution  in  the 
marketing  area  under  a  Grade-A  label 
are  moved  to  a  pool  plant  during  the 
month,  but  which  is  neither  an  other 
order  plant  nor  a  producer-handler 
plant. 

§  1103.13  Handler. 

(a)  Any  person  in  his  capacity  as  the 
operator  of  a  pool  plant; 

(b)  Any  person  in  his  capacity  as  the 
operator  of  a  partially  regulated  dis¬ 
tributing  plant; 

(c)  A  cooperative  association  with  re¬ 
spect  to  milk  of  producers  diverted  for 
the  account  of  such  association  from  a 
pool  plant  to  a  nonpool  plant  in  accord¬ 
ance  with  §  1103.45; 

(d)  A  cooperative  association  with  re¬ 
spect  to  the  milk  of  any  member  pro¬ 
ducer  which  it  causes  to  be  delivered  to 
a  pool  plant  in  a  tank  truck  owned  and 
operated  by  or  under  contract  to  such  co¬ 
operative  association  for  the  account  of 
such  cooperative  association,  if  the  co¬ 
operative  association,  prior  to  delivery, 
furnishes  written  notice  to  the  market 
administrator  and  to  the  handler  to 
whose  plant  the  milk  is  delivered  that  it 
will  be  the  handler  for  such  milk.  The 
milk  so  delivered  shall  be  considered  to 
have  been  received  by  such  cooperative 
association  at  a  pool  plant  at  the  location 
of  the  pool  plant  to  which  it  is  delivered. 

(e)  Any  person  in  his  capacity  as  the 
operator  of  an  unregulated  supply  plant; 
and 

(f )  A  producer-handler,  or  any  person 
who  operates  an  other  order  plant  pur¬ 
suant  to  §  1103.61. 

§  1103.14  Producer-handler. 

“Producer-handler”  means  any  person 
who  operates  a  dairy  farm  and  a  dis¬ 
tributing  plant  which,  during  the  month, 
received  no  other  source  milk  (except 
own  production) ,  producer  milk,  or  milk 
from  a  pool  plant:  Provided,  That  such 
person  establishes  that  the  maintenance. 
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care  and  management  of  all  resources 
necessary  to  produce  the  entire  volume 
of  fluid  milk  products  handled  and  all 
facilities  necessary  for  operations  as  a 
handler  are  each  the  personal  enterprise 
and  risk  of  such  person. 

§  1103.15  Producer. 

"Producer"  means  any  person,  other 
than  a  producer-handler  as  defined  in 
any  order  (including  this  part)  issued 
pursuant  to  the  Act,  who  produces  milk 
in  compliance  with  Grade  A  inspection 
requirements  of  a  duly  constituted  health 
authority,  which  milk  is  received  during 
the  month  at  a  pool  plant  or  by  a  co¬ 
operative  association  pursuant  to  §  1103.- 
13(d),  or  is  diverted  pursuant  to  para¬ 
graphs  (a)  through  (e)  of  this  section: 
Provided,  That  milk  diverted  in  accord¬ 
ance  with  the  provisions  of  said  para¬ 
graphs  shall  be  deemed  to  have  been  re¬ 
ceived  by  the  diverting  handler  at  the 
location  of  the  pool  plant  from  which 
It  was  diverted  and:  Provided  further. 
That  if  a  handler,  diverting  milk  pur¬ 
suant  to  paragraph  (d)  or  (e)  of  this 
section,  diverts  in  excess  of  the  limits 
prescribed  all  diversions  by  such  handler 
during  the  month  shall  be  pursuant  to 
paragraph  (c)  and:  Provided  also,  That 
If  a  handler  diverting  milk  pursuant  to 
paragraph  (c)  of  this  section,  diverts 
milk  of  any  dairy  farmer  in  excess  of  the 
limits  prescribed,  such  dairy  farmer  shall 
be  a  producer  only  with  respect  to  that 
milk  physically  received  at  a  pool  plant: 

(a)  Diverted  by  the  operator  of  a  pool 
plant  to  another  pool  plant; 

(b)  Diverted  to  a  nonpool  plant  (s) 
(except  a  plant  at  which  such  milk  Is 
fully  subject  to  the  pricing  and  pooling 
provisions  of  another  order  issued  pur¬ 
suant  to  the  Act)  by  the  operator  of  a 
pool  plant  or  by  a  cooperative  associa¬ 
tion  as  a  handler  pursuant  to  S  1103.13(c) 
during  any  of  the  months  of  December 
through  August:  Provided,  That  this 
diversion  privilege  shall  be  applicable 
only  to  the  milk  of  those  dairy  farmers 
who  held  producer  status  throughout  the 
entire  2  immediately  preceding  months, 
except  that  only  for  the  purpose  of 
determining  eligibility  for  diversion  dur¬ 
ing  any  month  of  December  through 
August  a  dairy  farmer  who  was  in  non- 
compliance  with  the  Grade  A  require¬ 
ments  of  a  duly  constituted  health  au¬ 
thority  during  any  part  of  the  2  im¬ 
mediately  preceding  months  shall  be 
considered  to  have  maintained  producer 
status  during  the  period  of  such  non- 
compliance; 

(c)  Diverted  to  a  nonpool  plant  (s) 
♦except  a  plant  at  which  such  milk  is 
fully  subject  to  the  pricing  and  pooling 
provisions  of  another  order  issued  pur¬ 
suant  to  the  Act)  for  not  more  than  10 
days  production  during  any  month  of 
September  through  November  except 
that  this  paragraph  shall  not  be  appli¬ 
cable  if:  (1)  In  the  case  of  a  cooperative 
association  all  of  the  diversions  of  milk 
of  member  producers  by  such  coopera¬ 
tive  association  during  the  month  fall 
within  the  limits  prescribed  in  paragraph 

(d)  of  this  section,  or  (2)  in  the  case  of 
a  pool  handler  (other  than  a  coopera¬ 
tive  association)  diverting  milk  of  non- 
member  producers,  all  of  such  diversions 


from  such  plant  fall  within  the  limits 
prescribed  in  paragraph  (e)  of  this  sec¬ 
tion; 

(d)  Diverted  during  any  month  of 
September  through  November  to  a  non¬ 
pool  plant (s)  (except  a  nonpool  plant  at 
which  snch  milk  is  fully  subject  to  the 
pricing  and  pooling  provisions  of  another 
order  issued  pursuant  to  the  Act)  as  milk 
of  a  member  of  a  cooperative  association 
for  the  account  of  such  association  if  the 
amount  of  milk  so  diverted  does  not 
exceed  15  percent  of  the  volume  of  Grade 
A  milk  from  all  producer  members  of 
such  cooperative  association  received  at 
pool  plants  during  such  month;  or 

(e)  Diverted  during  any  month  of 
September  through  November  to  a  non¬ 
pool  plant(s)  (except  a  nonpool  plant  at 
which  such  milk  is  fully  subject  to  the 
pricing  and  pooling  provisions  of  another 
order  issued  pursuant  to  the  Act)  as  milk 
of  a  producer  who  is  not  a  member  of  a 
cooperative  association  by  a  handler  in 
his  capacity  as  the  operator  of  a  pool 
plant  from  which  the  quantity  of  milk 
of  nonmember  producers  so  diverted  does 
not  exceed  15  percent  of  the  total  Grade 
A  receipts  of  milk  at  such  plant  from 
nonmember  producers. 

§1103.16  Prodncer  milk. 

"Producer  milk”  means  only  the  skim 
milk  or  butterfat  contained  in  milk  (a) 
received  at  a  pool  plant  (s)  directly  from 
a  producer,  (b)  diverted  in  accordance 
with  the  provisions  of  S  1103.15  to  the 
pool  plant  of  another  pool  handler  or  to 
a  nonpool  plant,  or  (c)  received  by  a  co¬ 
operative  association  pursuant  to  S  1103. 
13(d). 

§1103.17  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in: 

(a)  Receipts  during  the  month  in  the 
form  of  fluid  milk  products,  except  (1) 
such  products  which  are  received  from 
other  pool  plants,  (2)  producer  milk,  (3) 
milk  received  from  a  cooperative  associa¬ 
tion  for  which  it  is  the  handler  pursuant 
to  §  1103.13(d),  and  (4)  inventory  of 
fluid  milk  products  at  the  beginning  of 
the  month ;  and 

(b)  Products  other  than  fluid  milk 
products,  from  any  source  (including 
those  produced  at  the  plant)  which  are 
reprocessed  or  converted  to  another 
product  in  the  plant  during  the  month 
or  for  which  other  utilization  or  disposi¬ 
tion  is  not  established. 

§  1103.18  Fluid  milk  product. 

“Fluid  milk  product"  means  all  the 
skim  milk  (including  concentrated,  other 
than  bulk  condensed,  and  reconstituted 
skim  milk)  and  butterfat  in  the  form  of 
milk,  skim  milk,  buttermilk,  flavored 
milk,  flavored  milk  drinks,  eggnog,  yo¬ 
gurt,  cream  (sweet  or  sour)  and  any  mix¬ 
ture  in  fluid  form  of  cream  and  skim 
milk  or  milk  (except  aerated  cream,  fro¬ 
zen  storage  cream,  ice  cream,  ice  cream 
mixes,  frozen  ice  milk,  ice  milk  mixes, 
frozen  dessert  and  mixes,  and  sterilized 
products  contained  in  hermetically 
sealed  cans) :  Provided,  That  when  any 
such  milk  product  is  fortified  with  non¬ 
fat  milk  solids  the  amount  of  skim 
milk  to  be  included  within  this  definition 
shall  be  only  that  amount  equal  to  the 


weight  of  skim  milk  in  an  equal  volume 
of  an  unfortified  product  of  the  same  na¬ 
ture  and  butterfat  content. 

§1103.19  Chicago  butter  price. 

“Chicago  butter  price”  means  the  sim¬ 
ple  average,  as  computed  by  the  market 
administrator  of  the  daily  wholesale  sell¬ 
ing  prices  (using  the  midpoint  of  any 
range  as  one  price)  per  pound  of  92-score 
bulk  creamery  butter  at  Chicago  as  re¬ 
ported  during  the  month  by  the  Depart¬ 
ment. 

Market  Administrator 
§  1103.20  Designation. 

The  agency  for  the  administration  of 
this  part  shall  be  a  market  administra¬ 
tor,  selected  by  the  Secretary,  who  shall 
be  entitled  to  such  compensation  as  may 
be  determined  by,  and  shall  be  subject  to 
removal  at  the  discretion  of  the  Secre¬ 
tary. 

§  1103.21  Power*. 

The  market  administrator  shall  have 
the  following  powers  with  respect  to  this 
part: 

(a)  To  administer  its  terms  and  pro¬ 
visions; 

(b)  To  receive,  investigate  and  report 
to  the  Secretary,  complaints  of  viola¬ 
tions; 

(c)  To  make  rules  and  regulations 
necessary  to  effectuate  its  terms  and  pro¬ 
visions;  and 

(d)  To  recommend  amendments  to  the 
Secretary. 

§  1103.22  Duties. 

The  market  administrator  shall  per¬ 
form  all  duties  necessary  to  administer 
the  terms  and  provisions  of  this  part,  in¬ 
cluding,  but  not  limited  to  the  following: 

(a)  Within  45  days  following  the  date 
on  which  he  enters  upon  his  duties,  or 
such  lesser  period  as  may  be  prescribed 
by  the  Secretary,  execute  and  deliver  to 
the  Secretary  a  bond,  effective  as  of  the 
date  on  which  he  enters  upon  such  du¬ 
ties  and  conditioned  upon  the  faithful 
performance  of  such  duties,  in  an  amount 
and  with  surety  thereon,  satisfactory  to 
the  Secretary; 

(b)  Employ  and  fix  the  compensation 
of  such  persons  as  may  be  necessary  to 
enable  him  to  administer  its  terms  and 
provisions; 

(c)  Obtain  a  bond  in  a  reasonable 
amount  and  with  reasonable  surety 
thereon  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator; 

(d)  Pay  out  of  the  funds  provided  by 
§  1103.95,  the  cost  of  his  bond  and  of 
the  bonds  of  his  employees,  his  own  com¬ 
pensation,  and  all  other  expenses  (ex¬ 
cept  those  incurred  under  §  1103.94) 
necessarily  incurred  by  him  in  the 
maintenance  and  functioning  of  his  of¬ 
fice  and  in  the  performance  of  his  duties; 

(e)  Keep  such  books  and  records  as 
will  clearly  reflect  the  transactions  pro¬ 
vided  for  in  this  part,  and,  upon  request 
by  the  Secretary,  surrender  the  same  to 
such  other  person  as  the  Secretary  may 
designate; 

(f)  Submit  his  books  and  records  to 
examination  by  the  Secretary  and  fur¬ 
nish  such  information  and  reports  as 
may  be  requested  by  the  Secretary; 
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(g)  Audit  all  reports  and  payments  by 
each  handler  by  inspection  of  such  han¬ 
dler’s  records  and  of  the  records  of  any 
other  handler  or  person  upon  whose 
utilization  the  classification  of  skim 
milk  or  butterfat  for  such  handler 
depends; 

(h)  Publicly  announce,  at  his  discre¬ 
tion,  unless  otherwise  directed  by  the 
Secretary,  by  posting  in  a  conspicuous 
place  in  his  office  and  by  such  other 
means  as  he  deems  appropriate,  the  name 
of  any  person  who,  after  the  date  upon 
which  he  is  required  to  perform  such  acts, 
has  not  made  reports  or  payments  re¬ 
quired  by  this  part; 

(i)  Publicly  announce,  by  posting  in 
a  conspicuous  place  in  his  office  and  by 
such  other  means  as  he  deems 
appropriate : 

(1)  On  or  before  the  sixth  day  of  each 
month,  the  minimum  price  for  Class  I 
milk  computed  pursuant  to  §  1103.51(a) 
and  the  Class  I  butterfat  differential 
computed  pursuant  to  §  1103.52(a),  both 
for  the  current  month  and  the  minimum 
price  for  Class  n  milk  computed  pur¬ 
suant  to  §  1103.51(b)  and  the  Class  II 
butterfat  differential  computed  pursuant 
to  i  1103.52(b),  both  for  the  previous 
month; 

(2)  On  or  before  the  10th  day  after 
the  end  of  each  month  the  applicable 
weighted  average  price  or  uniform  price 
computed  pursuant  to  §  1103.71,  and  the 
butterfat  differential  computed  pursuant 
to  §1103.91;  and 

(3)  On  or  before  the  10th  day  after 
the  end  of  each  of  the  months  of 
March  through  July,  the  uniform  prices 
for  base  milk  and  for  excess  milk  com¬ 
puted  pursuant  to  S  1103.72,  and  the  but¬ 
terfat  differential  computed  pursuant 
to  9 1103.91; 

(j)  On  or  before  the  12th  day  after 
the  end  of  each  month,  report  to  each  co¬ 
operative  association  which  so  requests, 
the  percentage  of  producer  milk  deliv¬ 
ered  by  members  of  such  association, 
which  was  used  in  each  class  by  each 
handler  receiving  such  milk.  For  the 
purpose  of  this  report,  the  milk  so  re¬ 
ceived  shall  be  prorated  to  each  class  in 
accordance  with  the  total  utilization  of 
producer  milk  by  each  handler; 

(k)  Prepare  and  disseminate  to  the 
public  such  statistics  and  such  informa¬ 
tion  as  he  deems  advisable  and  as  do  not 
reveal  confidential  information;  and 

(l)  On  or  before  the  12th  day  after 
the  end  of  each  month,  the  market  ad¬ 
ministrator  shall  mail  to  each  handler, 
who  submitted  the  report  (s)  prescribed 
in  9 1103.30,  at  his  last  known  address,  a 
statement  showing  any  of  the  applicable 
following  values: 

(1)  The  amount  and  value  of  his  pro¬ 
ducer  milk  in  each  class  and  the  totals 
thereof; 

(2)  For  the  months  of  March  through 
July,  the  amounts  of  his  base  milk  and 
excess  milk,  respectively;  and 

(3)  The  amounts  to  be  paid  by  such 
handler  pursuant  to  99  1103.62(a) ,  1103.- 
93(a),  1103.94(a),  1103.95,  1103.97  and 
1103.99  and  the  amount  due  such  han¬ 
dler  pursuant  to  99  1103.93,  1103.98  and 
1103.99; 

(m)  Whenever  required  for  purpose  of 
allocating  receipts  from  other  order 


plants  pursuant  to  S  1103.46(a)  (8)  and 
the  corresponding  step  of  9  1103.46(b), 
the  market  administrator  shall  estimate 
and  publicly  announce  the  utilization  (to 
the  nearest  whole  percentage)  in  each 
class  during  the  month  of  skim  milk  and 
butterfat,  respectively,  in  producer  milk 
of  all  handlers.  Such  estimate  shall  be 
based  upon  the  most  current  available 
data  and  shall  be  final  for  such  purpose; 

(n)  Report  to  the  market  administra¬ 
tor  of  the  other  order,  as  soon  as  possible 
after  the  report  of  receipts  and  utiliza¬ 
tion  for  the  month  is  received  from  a 
handler  who  has  received  fluid  milk  prod¬ 
ucts  from  an  other  order  plant,  the  clas¬ 
sification  to  which  such  receipts  are  al¬ 
located  pursuant  to  §  1103.46  pursuant 
to  such  report,  and  thereafter  any  change 
in  such  allocation  required  to  correct 
errors  disclosed  in  verification  of  such 
report;  and 

(o)  Furnish  to  each  handler  operating 
a  pool  plant  who  has  shipped  fluid  milk 
products  to  an  other  order  plant,  the 
classification  to  which  the  skim  milk  and 
butterfat  in  such  fluid  milk  products 
were  allocated  by  the  market  adminis¬ 
trator  of  the  other  order  on  the  basis 
of  the  report  of  the  receiving  handler; 
and,  as  necessary,  any  changes  in  such 
classification  arising  in  the  verification 
of  such  report. 

Reports,  Records,  and  Facilities 

§  1103.30  Reports  of  receipts  and  utili¬ 
zation. 

(a)  On  or  before  the  sixth  day  after 
the  end  of  each  month  each  handler,  for 
each  of  his  pool  plants,  and  each  co¬ 
operative  association  which  is  a  handler 
pursuant  to  §  1103.13  (c)  or  (d)  shall 
deliver  to  the  market  administrator  a 
report  in  the  detail  and  on  the  form 
prescribed  by  the  market  administrator 
showing  the  following: 

(1)  The  quantities  of  skim  milk  and 
butterfat  contained  in: 

(1)  Receipts  of  producer  milk,  includ¬ 
ing  such  handler’s  own  production,  and 
for  the  months  of  March  through  July, 
the  aggregate  of  base  and  excess  milk, 
respectively; 

(ii)  Receipts  of  fluid  milk  products 
from  other  pool  plants  and  from  co¬ 
operative  associations  which  are  han¬ 
dlers  pursuant  to  §  1103.13(d); 

(iii)  Receipts  of  other  source  milk; 
and 

(iv)  Inventories  of  fluid  milk  products 
on  hand  at  the  beginning  and  at  the  end 
of  such  month; 

(2)  Utilization  of  all  skim  milk  and 
butterfat  required  to  be  reported  pur¬ 
suant  to  this  section  including  a  state¬ 
ment  of  the  route  dispositions  of  fluid 
milk  products  outside  the  marketing 
area; 

(3)  Such  other  information  with  re¬ 
spect  to  sources  and  utilization  of  skim 
milk  and  butterfat  as  the  market  ad¬ 
ministrator  may  prescribe; 

(b)  Each  handler  specified  in  §  1103.- 
13(b)  who  operates  a  partially  regulated 
distributing  plant  shall  report  as  re¬ 
quired  in  paragraph  (a)  of  this  section, 
except  that  receipts  of  Grade  A  milk 
from  dairy  farmers  shall  be  reported  in 
lieu  of  those  in  producer  milk;  such  re¬ 


port  shall  include  a  separate  statement 
showing  the  respective  amounts  of  skim 
milk  and  butterfat  disposed  of  on  routes 
in  the  marketing  area  as  Class  I  milk; 

(c)  Each  handler  operating  a  non¬ 
pool  supply  plant  shall  make  reports  to 
the  market  administrator  at  such  time 
and  in  such  manner  as  the  market  ad¬ 
ministrator  may  prescribe;  and 

(d)  Each  pool  handler,  with  respect 
to  fluid  milk  products  disposed  of  for 
animal  feed  shall  report  to  the  market 
administrator  such  information  and  at 
such  time  as  the  market  administrator 
may  require. 

§1103.31  Payroll  reports. 

(a)  On  or  before  the  20th  day  of  each 
month  each  handler  operating  a  pool 
plant (s)  and  each  cooperative  associ¬ 
ation  which  is  a  handler  pursuant  to 
§  1103.13  (c)  or  (d) ,  shall  report  its  pro¬ 
ducer  payroll  for  the  preceding  month 
which  shall  show  for  each  producer: 

(1)  His  name  and,  if  not  previously 
reported,  address  of  each  producer; 

(2)  The  daily  and  total  pounds  of  milk 
received  from  such  producer  and  for 
the  base-operating  months  of  March 
through  July  the  total  pounds  of  base 
and  excess  milk,  respectively; 

(3)  The  number  of  days  on  which 
milk  was  received  from  such  producer; 

(4)  The  average  butterfat  content  of 
such  milk;  and 

(5)  The  net  amount  of  such  handler’s 
payment,  the  price  paid  and  the  amount 
and  nature  of  any  deductions; 

(b)  Each  handler  who  received  pro¬ 
ducer  milk  for  which  payment  is  to  be 
made  to  a  cooperative  association  pur¬ 
suant  to  9  1103.90(c)  shall  report  to 
such  cooperative  association  with  re¬ 
spect  to  each  such  producer  as  follows: 

(1)  On  or  before  the  20th  day  of  each 
month,  the  total  pounds  of  milk  received 
during  the  first  15  days  of  the  month; 

(2)  On  or  before  the  10th  day  after 
the  end  of  each  month; 

(i)  The  daily  and  total  pounds  of  milk 
received  during  the  month  with  separate 
totals  for  base  milk  and  excess  milk  for 
the  months  of  March  through  July,  and 
the  average  butterfat  test  thereof;  and 

(ii)  The  amount  or  rate  and  nature  of 
any  deductions;  and 

(c)  On  or  before  the  20th  day  after 
the  end  of  the  month  each  handler  oper¬ 
ating  a  partially  regulated  distributing 
plant  except  one  who  elects  at  the  time 
of  reporting  pursuant  to  9  1103.30  to 
make  payments  pursuant  to  9  1103.62(b) 
shall  report  his  payments  to  dairy  farm¬ 
ers  qualified  to  be  producers  as  if  such 
plant  were  a  pool  plant  showing  for  each 
such  dairy  farmer; 

(1)  The  pounds  of  milk  received; 

(2)  The  average  butterfat  content 
thereof;  and 

(3)  The  date  and  net  amount  of  pay¬ 
ment  to  such  dairy  farmer  with  a  state¬ 
ment  of  the  prices,  deductions  and 
charges  used  in  computing  such  payment 
and  the  nature  of  each. 

§  1103.32  Other  reports. 

(a)  Each  producer-handler  shall 
make  reports  to  the  market  administra¬ 
tor  at  such  time  and  in  such  manner  as 
the  market  administrator  shall  prescribe. 
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§  1103.33  Records  and  facilities. 

Each  handler  shall  maintain  and  make 
available  to  the  market  administrator 
during  the  usual  hours  of  business  such 
accounts  and  records  of  his  operations 
together  with  such  facilities  as  are  neces¬ 
sary  for  the  market  administrator  to 
verify  or  establish  the  correct  data  for 
each  month  with  respect  to: 

(a)  The  receipt  and  utilization  of  all 
skim  milk  and  butterfat  handled  in  any 
form; 

(b)  The  weights  and  tests  for  butter- 
fat  and  other  content  of  all  milk,  skim 
milk,  cream,  and  other  milk  products 
handled; 

(c)  The  pounds  of  skim  milk  and  but¬ 
terfat  contained  in  or  represented  by  all 
milk,  skim  milk,  cream,  and  milk  prod¬ 
ucts  on  hand  at  the  beginning  and  end 
of  each  month;  and 

(d)  Payments  to  producers,  including 
any  deductions  authorized  by  producers 
and  disbursement  of  money  so  deducted. 

§  1103.34  Retention  of  records. 

All  books  and  records  required  under 
this  Part  to  be  made  available  to  the 
market  administrator  shall  be  retained 
by  the  handler  for  a  period  of  3  years 
to  begin  at  the  end  of  the  calendar 
month,  to  which  such  books  and  records 
pertain:  Provided,  That  if,  within  such 
three-year  period,  the  market  adminis¬ 
trator  notifies  the  handler  in  writing 
that  the  retention  of  such  books  and  rec¬ 
ords,  or  of  specific  books  and  records,  is 
necessary  in  connection  with  a  proceed¬ 
ing  under  section  8c(15)(A)  of  the  Act 
or  a  court  action  specified  in  such  notice, 
the  handler  shall  retain  such  books  and 
records,  or  specified  books  and  records, 
until  further  written  notification  from 
the  market  administrator.  In  either 
case,  the  market  administrator  shall  give 
further  written  notification  to  the  han¬ 
dler  promptly  upon  the  termination  of 
the  litigation  of  when  the  records  are  no 
longer  necessary  in  connection  there¬ 
with. 

Classification 

§  1103.40  Skim  milk  and  butterfat  to 
be  classified. 

All  skim  milk  and  butterfat  required 
to  be  reported  pursuant  to  S  1103.30  shall 
be  classified  pursuant  to  the  provisions 
of  §§  1103.41  through  1103.46. 

§  1103.41  Classes  of  utilization. 

Subject  to  the  conditions  set  forth  in 
Si  1103.42  through  1103.46  the  classes  of 
utilization  shall  be  as  follows: 

(a)  Class  I  milk.  Class  I  milk  shall 
be  all  skim  milk  and  butterfat: 

(1)  Disposed  of  in  the  form  of  fluid 
milk  products,  except  those  classified 
pursuant  to  paragraph  (b)  (2),  and  (3) 
of  this  section;  and 

(2)  Not  accounted  for  as  Class  n  milk; 
and 

(b)  Class  II  milk.  Class  n  milk  shall 
be  all  skim  milk  and  butterfat: 

(1)  Used  to  produce  any  product  other 
than  a  fluid  milk  product ; 

(2)  Contained  in  fluid  milk  products 
dumped,  provided  that  the  market  ad¬ 
ministrator  is  notified  during  the  usual 
hours  of  business  and  not  less  than  4 
hours  prior  to  dumping  and  is  given  op¬ 
portunity  to  verify  such  dumping; 
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(3)  Disposed  of  for  livestock  feed  if 
the  conditions  of  §  1103.30(d)  are  met; 

(4)  Contained  in  inventory  of  fluid 
milk  products  on  hand  at  the  end  of  the 
month; 

(5)  Contained  in  actual  shrinkage  of 
skim  milk  and  butterfat,  respectively, 
not  to  exceed  the  amounts  calculated  for 
each  pool  plant  and  for  each  cooperative 
association  in  its  capacity  as  a  handler 
pursuant  to  §  1103.13(d)  as  follows: 

(i)  Two  percent  of  receipts  of  skim 
milk  and  butterfat  directly  from  pro¬ 
ducers;  plus 

(ii)  One  and  one-half  percent  of 
fluid  milk  products  received  in  bulk  (ex¬ 
cept  bulk  cream)  from  other  pool  plants 
and  from  cooperative  associations  in  their 
capacity  as  handlers  pursuant  to 
§  1103.13(d)  except  that  where  the  han¬ 
dler  is  purchasing  milk  from  a  coopera¬ 
tive  association  in  its  capacity  as  a  han¬ 
dler  pursuant  to  I  1103.13(d)  and  files 
with  the  market  administrator,  prior  to 
the  first  day  of  the  month,  notice  that  he 
is  purchasing  such  milk  on  the  basis  of 
the  butterfat  tests  of  farm  drawn  samples 
and  weights  determined  at  the  farm, 
the  applicable  percentage  on  such  milk 
shall  be  2  percent;  plus 

(iii)  One  and  one-half  percent  of  re¬ 
ceipts  of  fluid  milk  products  in  bulk 
from  an  other  order  plant,  exclusive  of 
the  quantity  for  which  Class  n  utiliza¬ 
tion  was  requested  by  the  operator  of 
such  plant  and  the  handler;  plus 

(iv)  One  and  one-half  percent  of  re¬ 
ceipts  of  fluid  milk  products  in  bulk 
from  unregulated  supply  plants,  ex¬ 
clusive  of  the  quantity  for  which  Class 
n  utilization  was  requested  by  the 
handler;  less 

(v)  One  and  one-half  percent  of  bulk 
transfers  (except  bulk  cream)  and  di¬ 
versions  to  a  pool  plant  of  other  handlers 
(in  the  case  of  a  cooperative  association 
selling  milk  to  a  handler  on  the  basis  of 
farm  weights  and  tests  as  provided  in 
subdivision  (ii)  of  this  subparagraph, 
the  percentage  on  such  milk  shall  be  2 
percent) ;  less 

(vi)  One  and  one-half  percent  of  bulk 
transfers  or  diversions  to  nonpool  plants; 
plus 

(vii)  Shrinkage  on  other  source  milk 
determined  pursuant  to  51103.42(b)  (2) ; 
and 

(6)  Skim  milk  contained  in  any  forti¬ 
fied  fluid  milk  products  in  excess  of  the 
pounds  of  skim  milk  in  such  product 
classified  as  Class  I  pursuant  to  para¬ 
graph  (a)  of  this  section  by  virtue  of  the 
proviso  of  §  1103.18. 

§1103.42  Assignment  of  shrinkage. 

The  market  administrator  shall  allo¬ 
cate  shrinkage  over  a  handler’s  receipts 
at  each  pool  plant  as  follows: 

(a)  Compute  the  total  shrinkage  of 
skim  milk  and  butterfat,  respectively,  for 
such  plant;  and 

(b)  Prorate  the  resulting  amounts  be¬ 
tween  the  skim  milk  and  butterfat  con¬ 
tained  in: 

(1)  Receipts  specified  in  5 1103.41 
<b)  (5)  (i)  through  (iv) ;  and 

(2)  Remaining  receipts  of  other  source 
milk  in  the  form  of  fluid  milk  products 
in  bulk. 


§  1103.43  Responsibility  of  handlers 
and  reclassification  of  milk. 

(a)  All  skim  milk  and  butterfat 

be  Class  I  milk  unless  the  handler  who 
first  received  such  skim  milk  or  butterfat 
can  prove  to  the  satisfaction  of  the  mar¬ 
ket  administrator  that  such  skim  milk 
or  butterfat  should  be  classified  other¬ 
wise;  and 

(b)  Any  skim  milk  or  butterfat  shall 
be  reclassified  if  verification  by  the  mar¬ 
ket  administrator  discloses  that  the  orig¬ 
inal  classification  was  incorrect. 

§  1103.44  Transfers. 

Skim  milk  or  butterfat  in  the  form  of 
a  fluid  milk  product  shall  be  classified: 

(a)  At  the  utilization  reported  pur¬ 
suant  to  §  1103.30  by  the  transferor  and 
transferee  handlers,  if  transferred  or 
diverted  from  a  pool  plant  to  another 
pool  plant  or  transferred  by  a  coopera¬ 
tive  association  in  its  capacity  as  a  han¬ 
dler  pursuant  to  §  1103.13(d),  to  a  pool 
plant  of  another  handler,  otherwise  as 
Class  I  milk,  subject  in  either  event  to 
the  following  conditions: 

(1)  The  skim  milk  or  butterfat  so  as¬ 
signed  to  either  class  shall  be  limited  to 
the  amount  thereof  remaining  in  such 
class  in  the  transferee  plant  after  com¬ 
putations  pursuant  to  5  1103.46(a)(8) 
and  the  corresponding  step  of  5  1103.46 
(b); 

(2)  If  the  transferor  plant  received 
during  the  month,  other  source  milk  to 
be  allocated  pursuant  to  5  1103.46(a)(3) 
the  skim  milk  and  butterfat  so  trans¬ 
ferred  shall  be  classified  so  as  to  allocate 
the  least  possible  Class  I  utilization  to 
such  other  source  milk; 

(3)  If  the  transferor  handler  received 
during  the  month  other  source  milk  to 
be  allocated  pursuant  to  5  1103.46(a)  (7) 
or  (8)  and  the  corresponding  steps  of 
5  1103.46(b),  the  skim  milk  and  butter¬ 
fat  so  transferred  up  to  the  total  of  such 
receipts  shall  not  be  classified  as  Class  I 
milk  to  a  greater  extent  than  would  be 
applicable  to  a  like  quantity  of  such 
other  source  milk  received  at  the  trans¬ 
feree  plant;  and 

(4)  If  a  specified  utilization  of  skim 
milk  and  butterfat  transferred  to  a  pool 
plant  of  another  handler  by  a  coopera¬ 
tive  association  in  its  capacity  as  a  han¬ 
dler  pursuant  to  5  1103.13(d)  is  not 
claimed  by  both  handlers,  such  skim  milk 
and  butterfat  shall  be  classified  pro  rata 
to  the  respective  amounts  remaining  in 
each  class  at  the  pool  plant  of  the  re¬ 
ceiving  handler  after  making  the  assign¬ 
ments  pursuant  to  5  1103.46(a)(8)  and 
the  corresponding  step  of  5  1103.46(b) 
and  after  assignment  of  milk  for  which 
specified  classification  has  been  claimed 
by  handlers  pursuant  to  this  paragraph; 

(b)  As  Class  I  milk  if  diverted  to  a 
nonpool  plant  that  Is  neither  an  other 
order  plant  nor  a  producer-handler  plant 
located  more  than  200  miles  by  the 
shortest  hard-surfaced  highway  distance 
as  determined  by  the  market  administra¬ 
tor,  from  the  nearer  of  the  New  State 
Capitol  in  Jackson  or  the  County  Court¬ 
house  in  Gulfport,  Miss.; 

(c)  Except  as  specified  in  paragraph 

(b)  of  this  section,  as  Class  I  milk  if 
transferred  or  diverted  in  bulk  to  a  non¬ 
pool  plant  that  is  neither  an  other  order 
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plant  nor  a  producer-handler  plant,  un¬ 
less  the  requirements  of  subparagraphs 

(1)  and  (2)  of  this  paragraph  are  met, 
in  which  case  the  skim  milk  and  butter- 
fat  so  transferred  or  diverted  shall  be 
classified  in  accordance  with  the  assign¬ 
ment  resulting  from  subparagraph  (3) 
of  this  paragraph. 

(1)  The  transferring  or  diverting  han¬ 
dler  claims  classification  pursuant  to  the 
assignment  set  forth  in  subparagraph 
(3)  of  this  paragraph  in  his  report  sub¬ 
mitted  to  the  market  administrator  pur¬ 
suant  to  §  1103.30  for  the  month  within 
which  such  transaction  occurred; 

(2)  The  operator  of  such  nonpool 
plant  maintains  books  and  records  show¬ 
ing  the  utilization  of  all  skim  milk  and 
butterfat  received  at  such  plant  which 
are  made  available  if  requested  by  the 
market  administrator  and  are  adequate 
for  verification  of  the  Class  II  usage 
claimed;  and 

(3)  The  skim  milk  and  butterfat  so 
transferred  shall  be  classified  on  the 
basis  of  the  following  assignment  of  uti¬ 
lization  at  such  nonpool  plant  in  excess 
of  receipts  of  packaged  fluid  milk  prod¬ 
ucts  from  all  pool  plants  and  other  order 
plants; 

(i)  Any  route  disposition  in  the  mar¬ 
keting  area  shall  be  first  assigned  to  the 
skim  milk  and  butterfat  in  the  fluid  milk 
products  so  transferred  or  diverted  from 
pool  plants; 

(ii)  Any  route  disposition  in  the  mar¬ 
keting  area  of  another  order  issued  pur¬ 
suant  to  the  Act  shall  be  first  assigned 
to  receipts  from  plants  fully  regulated 
by  such  order,  next  pro  rata  to  receipts 
from  pool  plants  and  other  order  plants 
not  regulated  by  such  order; 

(lii)  Remaining  quantities  of  skim 
milk  and  butterfat  transferred  to  the 
nonpool  plant  shall  be  assigned  next  to 
the  skim  milk  and  butterfat  in  transfers 
of  milk,  skim  milk,  and  cream  in  bulk 
from  the  nonpool  plant  to  pool  plants, 
classified  as  if  it  were  a  direct  transfer 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion  from  one  pool  plant  to  another  pool 
plant  with  Class  n  utilization  indicated: 
Provided,  That  if  the  classification  lim¬ 
itations  provided  in  paragraph  (a)  of 
this  section  result  in  any  skim  milk  or 
butterfat  being  classified  as  Class  I  from 
Pool  plants  of  two  or  more  handlers, 
such  classification  shall  be  shared  pro 
rata  between  such  handlers  unless,  at 
or  before  the  time  of  reporting,  signed 
statements  by  operators  of  such  plants 
indicate  agreement  on  a  different  shar¬ 
ing  of  such  Class  I  classification; 

(iv)  Remaining  quantities  of  skim 
milk  and  butterfat  transferred  to  the 
nonpool  plant  from  a  pool  plant(s)  and 
from  a  plant(s)  at  which  milk  is  priced 
under  another  order  issued  pursuant  to 
the  Act  shall  be  assigned  (after  the  ap¬ 
plication  of  provisions  of  any  other  or¬ 
der  similar  to  subdivision  (iii)  of  this 
subparagraph)  to  the  skim  milk  and  but¬ 
terfat,  respectively,  resulting  from  the 
following  computation: 

(a)  Determine  the  skim  milk  and  but¬ 
terfat,  respectively,  in  Class  n  (as  de¬ 
fined  pursuant  to  5  1103.41(b)(1))  at 
such  nonpool  plant  during  the  month; 

(b)  Subtract  the  overage  or  add  the 
actual  shrinkage  not  to  exceed  2  percent 


of  total  receipts  of  skim  milk  and  butter¬ 
fat,  respectively,  in  total  fluid  receipts 
physically  received  at  such  nonpool  plant 
during  the  month; 

(c)  Add  the  increases  or  subtract  the 
decreases  of  skim  milk  and  butterfat, 
respectively,  in  the  inventory  of  fluid 
milk  products  at  the  end  of  each  month 
at  such  nonpool  plant  as  compared  with 
that  at  the  beginning  of  the  month; 

(d)  Add  the  skim  milk  and  butterfat, 
respectively,  in  milk,  skim  milk,  or  cream 
transferred  in  bulk  from  such  nonpool 
plant  to  a  plant  at  which  milk  is  priced 
under  this  or  another  order  issued  pur¬ 
suant  to  the  Act  which  milk  is  allocated 
to  other  than  Class  I  under  the  appli¬ 
cable  order  provisions  at  the  transferee 
plant,  but  excluding  any  such  transfer  (s) 
that  is  classified  under  such  other  order 
pursuant  to  provisions  similar  to  sub¬ 
division  (iii)  of  this  subparagraph; 

(e)  Add  the  skim  milk  and  butterfat, 
respectively,  in  fluid  bulk  cream  trans¬ 
ferred  from  such  nonpool  plant  to  a  sec¬ 
ond  nonpool  plant  meeting  the  condi¬ 
tions  of  subparagraph  (2)  of  this  para¬ 
graph,  other  than  an  other  order  plant 
or  producer-handler  plant,  which  skim 
milk  or  butterfat  is  not  in  excess  of 
Class  II  (pursuant  to  5  1103.41(b)(1)) 
processed  in  such  second  nonpool  plant 
plus  the  bulk  fluid  cream  shipped  there¬ 
from  to  other  nonpool  plants  which  do 
not  dispose  of  milk  or  cream  in  consumer 
packages  for  consumption  in  fluid  form; 
and 

(/)  Subtract  the  skim  milk  and  butter¬ 
fat,  respectively,  received  at  such  non¬ 
pool  plant  from  any  source  (s)  other  than 
that  which  has  been  approved  by  a  gov¬ 
ernmental  agency  as  a  source  (s)  of 
Grade  A  fluid  milk  products.  In  the 
event  that  the  remaining  skim  milk  and 
butterfat,  respectively,  is  less  than  the 
skim  milk  and  butterfat,  respectively,  re¬ 
ceived  at  such  nonpool  plant  from  a  pool 
plant(s)  and  from  a  plant(s)  at  which 
milk  is  priced  under  another  order  is¬ 
sued  pursuant  to  the  Act,  the  difference 
shall  be  assigned  pro  rata  to  each  such 
plant  (in  accordance  with  receipts  of 
skim  milk  and  butterfat,  respectively, 
from  all  plants  regulated  pursuant  to  the 
Act)  and  shall  be  classified  as  Class  I 
milk; 

(d)'As  follows,  if  transferred  to  an 
other  order  plant  in  excess  of  receipts 
from  such  plant  In  the  same  category  as 
described  in  subparagraphs  (1),  (2)  or 
(3)  of  this  paragraph: 

(1)  If  transferred  in  packaged  form, 
classification  shall  be  in  the  classes  to 
which  allocated  as  a  fluid  milk  product 
under  the  other  order; 

(2)  If  transferred  in  bulk  form,  classi¬ 
fication  shall  be  in  the  classes  to  which 
allocated  as  a  fluid  milk  product  under 
the  other  order  (including  allocation 
under  the  conditions  set  forth  in  sub- 
paragraph  (3)  of  this  paragraph) ; 

(3)  If  the  operators  of  both  the  trans¬ 
feror  and  transferee  plants  so  request  in 
the  reports  of  receipts  and  utilization 
filed  with  their  respective  market  ad¬ 
ministrators,  transfers  in  bulk  form  shall 
be  classified  as  Class  n  to  the  extent  of 
the  Class  n  utilization  (or  comparable 
utilization  under  such  other  order)  avail¬ 
able  for  such  assignment  pursuant  to  the 


allocation  provisions  of  the  transferee 
order; 

(4)  If  information  concerning  the 
classification  to  which  allocated  under 
the  order  is  not  available  to  the  market 
administrator  for  purposes  of  establish¬ 
ing  classification  pursuant  to  this  para¬ 
graph,  classification  shall  be  as  Class  I, 
subject  to  adjustment  when  such  infor¬ 
mation  is  available; 

(5)  For  purposes  of  this  paragraph,  if 
the  transferee  order  provides  for  more 
than  two  classes  of  utilization,  milk  allo¬ 
cated  to  a  class  consisting  primarily  of 
fluid  milk  products  shall  be  classified  as 
Class  I,  and  milk  allocated  to  other 
classes  shall  be  classified  as  Class  n;  and 

(6)  If  the  form  in  which  any  fluid 
milk  product-  is  transferred  to  an  other 
order  plant  is  not  defined  as  a  fluid  milk 
product  under  such  other  order,  classi¬ 
fication  shall  be  in  accordance  with  the 
provisions  of  §  1103.41. 

§  1103.45  Computation  of  the  skim 
milk  and  butterfat  in  each  class. 

For  each  month,  the  market  adminis¬ 
trator  shall  correct  for  mathematical  and 
for  other  obvious  errors  the  reports  of 
receipts  and  utilization  of  each  handler 
submitted  pursuant  to  this  part  and  shall 
compute  the  total  pounds  of  skim  milk 
and  butterfat,  respectively,  in  each  class 
at  each  pool  plant  of  such  handler: 
Provided,  That  if  any  of  the  water  con¬ 
tained  in  the  milk  from  which  a  product 
is  made  is  removed  before  the  product  is 
utilized  or  disposed  of  by  a  handler,  the 
pounds  of  skim  milk  disposed  of  in  such 
product  shall  be  considered  to  be  an 
amount  equivalent  to  the  nonfat  dry 
milk  solids  contained  in  such  product, 
plus  all  of  the  water  originally  associated 
with  such  solids. 

§  1103.46  Allocation  of  skim  milk  and 
butterfat  classified. 

After  making  the  computations  pur¬ 
suant  to  §  1103.45,  the  market  adminis¬ 
trator  shall  determine  the  classification 
of  producer  milk  received  at  each  pool 
plant  for  each  handler  as  follows: 

(a)  Skim  milk  shall  be  allocated  in  the 
following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  n  the  pounds  of  skim 
milk  classified  as  Class  n  pursuant  to 
5  1103.41(b)(5)  (i)  through  (vi) ; 

(2)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class  the 
pounds  of  skim  milk  in  fluid  milk  prod¬ 
ucts  received  in  packaged  form  from 
other  order  plants  as  follows: 

(i)  From  Class  n  milk,  the  lesser  of 
the  pounds  remaining  or  2  percent  of 
such  receipts;  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(3)  Subtract  in  the  order  specified  be¬ 
low  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class,  in  series  beginning 
with  Class  n,  the  pounds  of  skim  milk 
in  each  of  the  following: 

(i)  Other  source  milk  in  a  form  other 
than  that  of  a  fluid  milk  product; 

(ii)  Receipts  of  fluid  milk  products  for 
which  Grade  A  certification  is  not  es¬ 
tablished,  or  which  are  from  unidentified 
sources;  and 

(iii)  Receipts  of  fluid  milk  products 
from  a  producer-handler,  as  defined 
under  this  or  any  other  Federal  order; 
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(4)  Subtract,  In  the  order  specified 
below,  from  the  pounds  of  skim  milk 
remaining  in  Class  n : 

(i)  The  pounds  of  skim  milk  in  re¬ 
ceipts  of  fluid  milk  products  from  un¬ 
regulated  supply  plants  for  which  the 
handler  requests  Class  n  utilization,  but 
not  in  excess  of  the  pounds  of  skim  milk 
remaining  in  Class  II; 

Cii)  The  pounds  of  skim  milk  remain¬ 
ing  in  receipts  of  fluid  milk  products 
from  unregulated  supply  plants  which 
are  in  excess  of  the  pounds  of  skim  milk 
determined  as  follows; 

(a)  Multiply  the  pounds  of  skim  milk 
remaining  in  Class  I  milk  (exclusive  of 
Class  I  transfers  between  pool  plants  of 
the  same  handler)  at  all  pool  plants  of 
the  handler  by  1.25; 

(b)  Subtract  from  the  result  the  sum 
of  the  pounds  of  skim  milk  at  all  such 
plants  in  producer  milk,  in  receipts  from 
other  pool  handlers  and  in  receipts  in 
bulk  from  other  order  plants;  and 

(c)  (i)  Multiply  any  resulting  plus 
quantity  by  the  percentage  that  receipts 
of  skim  milk  in  fluid  milk  products  from 
unregulated  supply  plants  remaining  at 
this  plant  is  of  all  such  receipts  remain¬ 
ing  at  all  pool  plants  of  such  handler, 
after  any  deductions  pursuant  to  subdi¬ 
vision  (1)  of  this  subparagraph. 

(ii)  Should  such  computation  result 
in  a  quantity  to  be  subtracted  from  Class 
n  which  is  in  excess  of  the  pounds  of 
skim  milk  remaining  in  Class  n,  the 
pounds  of  skim  milk  in  Class  n  shall  be 
increased  to  the  quantity  to  be  sub¬ 
tracted  and  the  pounds  of  skim  milk  in 
Class  I  shall  be  decreased  a  like  amount 
In  such  case  the  utilization  of  skim  milk 
at  other  pool  plant (s)  of  such  handler 
shall  be  adjusted  in  the  reverse  direction 
by  an  identical  amount  in  sequence  be¬ 
ginning  with  the  nearest  other  pool  plant 
of  such  handler  at  which  such  adjust¬ 
ment  can  be  made;  and 

(iii)  The  pounds  of  skim  milk  in  re¬ 
ceipts  of  fluid  milk  products  in  bulk  from 
an  other  order  plant  in  excess  of  similar 
transfers  to  such  plant,  but  not  in  excess 
of  the  pounds  of  skim  milk  remaining  in 
Class  n  milk,  if  Class  n  utilization  was 
requested  by  the  operator  of  such  plant 
and  the  handler; 

(5)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  in  series 
beginning  with  Class  n,  the  pounds  of 
skim  milk  in  inventory  of  fluid  milk 
products  on  hand  at  the  beginning  of  the 
month; 

(6)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  n  milk  the  pounds 
subtracted  pursuant  to  subparagraph 
(1)  of  this  paragraph; 

(7) (i)  Subtract  from  the  pounds  of 
skim  milk  remaining  in  each  class,  pro 
rata  to  the  total  pounds  of  skim  milk  re¬ 
maining  in  each  class  in  all  pool  plants  of 
the  receiving  handler,  the  pounds  of 
skim  milk  in  receipts  of  fluid  milk  prod¬ 
ucts  from  unregulated  supply  plants 
that  were  not  subtracted  pursuant  to 
subparagraph  (4)  (i)  or  (ii)  of  this  para¬ 
graph; 

(ii)  Should  such  proration  result  in 
the  amount  to  be  subtracted  from  any 
class  exceeding  the  pounds  of  skim  milk 
remaining  in  such  class  in  the  pool  plant 
at  which  such  skim  milk  was  received. 


the  pounds  of  skim  milk  in  such  class 
shall  be  increased  to  the  amount  to  be 
subtracted  and  the  pounds  of  skim  milk 
in  the  other  class  shall  be  decreased  a 
like  amount.  In  such  case  the  utiliza¬ 
tion  of  milk  at  other  pool  plant(s)  of 
such  handler  shall  be  adjusted  in  the  re¬ 
verse  direction  by  an  identical  amount 
in  sequence  beginning  with  the  nearest 
other  pool  plant  of  such  handler  at 
which  such  adjustment  can  be  made ; 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  receipts  of  fluid  milk 
products  in  bulk  from  an  other  order 
plant,  in  excess  in  each  case  of  similar 
transfers  to  the  same  plant,  that  were 
not  subtracted  pursuant  to  subparagraph 
(4)  (iii)  of  this  paragraph  pursuant  to 
the  following  procedure: 

(1)  Subject  to  the  provisions  of  sub¬ 
divisions  (ii)  and  (iii)  of  this  subpara¬ 
graph,  such  subtraction  shall  be  pro  rata 
to  whichever  of  the  following  represents 
the  higher  proportion  of  Class  II  milk: 

(a)  The  estimated  utilization  of  skim 
milk  in  each  class,  by  all  handlers,  as 
announced  for  the  month  pursuant  to 
S  1 103.22 (m)^  or 

(b)  The  pounds  of  skim  milk  in  each 
class  remaining  at  all  pool  plants  of  the 
handler; 

(ii)  Should  proration  pursuant  to  sub¬ 
division  (i)  result  in  the  total  pounds  of 
skim  milk  to  be  subtracted  from  Class  II 
at  all  pool  plants  of  the  handler  exceed¬ 
ing  the  pounds  of  skim  milk  remaining 
in  Class  n  at  such  plants,  the  pounds  of 
such  excess  shall  be  subtracted  from 
the  pounds  of  skim  milk  remaining  in 
Class  I  after  such  proration  at  the  pool 
plants  at  which  received; 

(iii)  Except  as  provided  in  subdivision 
<ii),  should  proration  pursuant  to  either 
subdivision  (i)  or  (ii)  of  this  subpara¬ 
graph  result  in  the  amount  to  be  sub¬ 
tracted  from  either  class  exceeding  the 
pounds  of  skim  milk  remaining  in  such 
class  in  the  pool  plant  at  which  such 
skim  milk  was  received,  the  pounds  of 
skim  milk  in  such  class  shall  be  increased 
to  the  amount  to  be  subtracted  and  the 
pounds  of  skim  milk  in  the  other  class 
shall  be  decreased  a  like  amount.  In 
such  case  the  utilization  of  milk  at  other 
pool  plant(s)  of  such  handler  shall  be 
adjusted  in  the  reverse  direction  by  an 
identical  amount  in  sequence  beginning 
with  the  nearest  other  pool  plant  of  such 
handler  at  which  such  adjustment  can 
be  made; 

(9)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  received  in  fluid  milk  prod¬ 
ucts  from  other  pool  plants  and  from  a 
cooperative  association  as  a  handler 
pursuant  to  §  1103.13(d)  according  to 
the  classification  assigned  pursuant  to 
{  1103.44(a);  and 

(10)  If  the  pounds  of  skim  milk  re¬ 
maining  in  both  classes  exceed  the 
pounds  of  skim  milk  in  producer  milk, 
subtract  such  excess  from  the  pounds  of 
skim  milk  remaining  in  each  class  in 
series  beginning  with  Class  n.  Any 
amount  so  subtracted  shall  be  known  as 
"overage”; 

(b)  Butterfat  shall  be  allocated  in  ac¬ 
cordance  with  the  procedure  outlined  for 


skim  milk  in  paragraph  (a)  of  this  sec. 
tion;  and 

(c)  Combine  the  amounts  of  skim 
milk  and  butterfat  determined  pursuant 
to  paragraphs  (a)  and  (b)  of  this  section 
into  one  total  for  each  class  and  deter, 
mine  the  weighted  average  butterfat 
content  of  producer  milk  in  each  class. 

Minimum  Prices 
§  1103.50  Basic  formula  price. 

The  basic  formula  price  shall  be  the 
average  price  per  hundredweight  for 
manufacturing  grade  milk,  f.o.b.  plants 
in  Minnesota  and  Wisconsin,  as  reported 
by  the  Department  for  the  month,  ad¬ 
justed  to  a  3.5  percent  butterfat  hn% 
by  a  butterfat  differential  (rounded  to 
the  nearest  one-tenth  cent)  computed 
at  0.12  times  the  Chicago  butter  price. 
The  basic  formula  price  shall  be  rounded 
to  the  nearest  full  cent. 

§1103.51  Class  prices. 

Subject  to  the  provisions  of  §§  1103.52 
and  1103.53,  the  minimum  prices  per 
hundredweight  for  the  month  shall  be  as 
follows: 

(a)  Class  I  milk  price.  For  the  first 
18  months  in  which  the  order  is  effective, 
the  minimum  Class  I  milk  price  shall 
be  the  basic  formula  price  for  the  pre¬ 
ceding  month,  plus  $2.26  through  July 
1965  and  effective  August  1,  1965  and 
thereafter,  plus  $2.15  during  the  months 
of  March  through  July  and  $2.35  in  all 
other  months; 

(b)  Class  II  milk  price.  The  Class  n 
milk  price  shall  be  the  lesser  of  the  fol¬ 
lowing  prices: 

(1)  The  basic  formula  price  for  the 
months  of  August  through  February  and 
the  basic  formula  price  less  10  cents  in 
all  other  months;  or 

(2)  The  Class  n  milk  price  established 
pursuant  to  §  1094.51(b)  of  this  chapter 
regulating  the  handling  of  milk  in  the 
New  Orleans,  Louisiana,  marketing  area 

§  1103.52  Butterfat  differential  to  han¬ 
dlers. 

For  milk  containing  more  or  less  than 
3.5  percent  butterfat,  the  class  prices 
calculated  pursuant  to  §  1103.51  shall  be 
increased  or  decreased,  respectively,  for 
each  one-tenth  percent  butterfat  at  the 
appropriate  rate  determined  as  follows: 

(a)  Class  I  price.  Multiply  the 
Chicago  butter  price  for  the  preceding 
month  by  0.12;  and 

(b)  Class  II  price.  Multiply  the 
Chicago  butter  price  for  the  month  by 
0.11. 

§  1103.53  Location  differential  to  han¬ 
dlers. 

(a)  For  that  milk  which  is  received 
from  producers  at  a  pool  plant  or  at  such 
plant  from  a  cooperative  association  as 
a  handler  pursuant  to  §  1103.13(d)  and 
classified  as  Class  I  milk  or  assigned 
Class  I  location  adjustment  credit  pur¬ 
suant  to  paragraph  (b)  of  this  section 
and  for  other  source  milk  for  which  » 
location  adjustment  is  applicable,  the 
price  specified  in  {  1103.51(a)  shall  be 
reduced  at  the  following  rates  (where 
mileage  determinations  are  applicable 
thp.<^  distances  shall  be  determined  by 
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the  market  administrator  by  applying 
the  shortest  hard-surfaced  highway  dis¬ 
tance  open  to  commercial  truck  traffic) : 

Rate  per 
hundredweight 

Location:  (cents) 

(1)  For  milk  received  at  a  pool  plant 

'  located  in  the  following  Mis¬ 
sissippi  counties:  Adams, 
Claiborne,  Clarke,  Copiah, 
Covington,  Forrest,  Franklin, 

Hinds,  Jasper,  Jefferson,  Jef¬ 
ferson  Davis,  Jones,  Lamar, 
Lauderdale,  Lawrence,  Lin¬ 
coln,  Madison,  Marion,  Nesho¬ 
ba,  Newton,  Perry,  Rankin, 

Scott,  Simpson,  Smith,  Walt¬ 
hall,  Warren,  and  Wayne -  10.0 

(2)  For  milk  received  at  a  pool  plant 

located  beyond  the  northern 
boundary  of  the  counties 
listed  in  (1)  but  less  than  30 
miles  north  of  the  U.S.  High¬ 
way  No.  82. .  26.0 

(3)  Except  as  provided  in  subpara¬ 

graph  (2)  of  this  paragraph, 
for  milk  received  at  a  pool 
plant  located  outside  the 
marketing  area  and: 

(l)  More  than  60  but  not  more 
than  160  miles  from  the 
Courthouse  in  Gulfport  or 
Pascagoula,  Miss.,  which¬ 


ever  is  nearer _  10.0 

(ii)  For  each  additional  10  miles 
or  fraction  thereof,  an  ad¬ 
ditional  - - -  1. 5 


(b)  For  purposes  of  calculating  such 
adjustment,  transfers  between  pool 
plants  shall  be  assigned  Class  I  disposi¬ 
tion  at  the  transferee  plant,  in  excess  of 
the  sum  of  receipts  at  such  plant  from 
producers  and  receipts  from  a  coopera¬ 
tive  association  in  its  capacity  as  a  han¬ 
dler  pursuant  to  §  1103.13(d)  and  the 
pounds  assigned  as  Class  I  to  receipts 
from  other  order  plants  and  unregulated 
supply  plants,  such  assignment  to  be 
made  first  to  transferor  plants  at  which 
no  location  adjustment  credit  is  appli¬ 
cable  and  then  in  sequence  beginning 
with  the  plant  at  which  the  least  loca¬ 
tion  adjustment  would  apply. 

§  1103.54  Use  of  equivalent  prices. 

If,  for  any  reason,  a  price  specified  in 
this  part  for  use  in  computing  class 
prices  or  for  other  purposes  is  not  re¬ 
ported  or  published  in  the  manner  de¬ 
scribed  in  this  part,  the  market  adminis¬ 
trator  shall  use  a  price  determined  by  the 
Secretary  to  be  equivalent  to  or  com¬ 
parable  with  the  price  specified. 

Application  of  Provisions 
§1103.60  Producer-handler. 

Sections  1103.42  through  1103.46, 
1103.50  through  1103.54,  1103.61,  1103.62, 
1103.70  through  1103.72,  1103.80  through 
1103.83  and  1103.90  through  1103.99  shall 
not  apply  to  a  producer-handler. 

§1103.61  Plants  subject  to  other  Fed¬ 
eral  orders. 

The  provisions  of  this  part  shall  not 
apply  to  a  plant  specified  in  paragraph 
(a),  (b)  or  (c)  of  this  section  except  that 
the  operator  thereof,  with  respect  to  re¬ 
ceipts  and  utilization  of  skim  milk  and 
butterfat,  shall  make  reports  to  the 
market  administrator  at  such  time  and 
in  such  manner  as  the  market  admin¬ 
istrator  may  prescribe  and  allow  veri¬ 


fication  of  such  reports  by  the  market 
administrator. 

(a)  A  plant  meeting  the  requirements 
of  5  1103.11(a)  which  also  meets  the 
pooling  requirements  of  another  Federal 
order,  and  from  which  the  Secretary 
determines  a  greater  quantity  of  Class  I 
milk  is  disposed  of  during  the  month  as 
route  dispositions  in  such  other  Federal 
order  marketing  area  than  was  disposed 
of  as  route  dispositions  in  this  marketing 
area;  except  that  if  such  plant  was  sub¬ 
ject  to  all  the  provisions  of  this  part 
in  the  immediately  preceding  month,  it 
shall  continue  to  be  subject  to  all  the  pro¬ 
visions  of  this  part  until  the  third  con¬ 
secutive  month  in  which  a  greater  pro¬ 
portion  of  its  Class  I  disposition  is  made 
in  such  other  marketing  area  unless,  not¬ 
withstanding  the  provisions  of  this  para¬ 
graph,  it  is  regulated  under  such  other 
order; 

(b)  A  plant  meeting  the  requirements 
of  §  1103.11(a)  which  also  meets  the 
pooling  requirements  of  another  Federal 
order  on  the  basis  of  distribution  in  such 
other  marketing  area  and  from  which, 
the  Secretary  determines  a  greater  quan¬ 
tity  of  Class  I  milk  is  disposed  of  during 
the  month  as  route  dispositions  in  this 
marketing  area  than  is  so  disposed  of 
in  such  other  marketing  area  but  which 
plant  is  nevertheless,  fully  regulated  un¬ 
der  such  other  Federal  order;  and 

(c)  A  plant  meeting  the  requirements 
of  §  1103.11(b)  which  also  meets  the 
pooling  requirements  of  another  Federal 
order  and  from  which  greater  qualifying 
shipments  are  made  during  the  month 
to  plants  regulated  under  such  other 
order  than  are  made  to  plants  regulated 
under  this  part  except  during  the  months 
of  February  through  August  if  such  plant 
retains  automatic  pooling  status  under 
this  part. 

§  1103.62  Obligations  of  handler  oper¬ 
ating  a  partially  regulated  distribut¬ 
ing  plant. 

Each  handler  who  operates  a  partially 
regulated  distributing  plant  shall  pay  to 
the  market  administrator  for  the  pro¬ 
ducer-settlement  fund  on  or  before  the 
25th  day  after  the  end  of  the  month 
either  of  the  amounts  (at  the  handler’s 
election)  calculated  pursuant  to  para¬ 
graph  (a)  or  (b)  of  this  section.  If  the 
handler  fails  to  report  pursuant  to 
§§  1103.30(b)  and  1103.31(c)  the  infor¬ 
mation  necessary  to  compute  the  amount 
specified  in  paragraph  (a) ,  he  shall  pay 
the  amount  computed  pursuant  to  para¬ 
graph  (b)  of  this  section: 

(a)  An  amount  computed  as  follows: 

(1)  (i)  The  obligation  that  would  have 
been  computed  pursuant  to  §  1103.70  at 
such  plant  shall  be  determined  as  though 
such  plant  were  a  pool  plant.  For  pur¬ 
poses  of  such  computation,  receipts  at 
such  nonpool  plant  from  a  pool  plant  or 
an  other  order  plant  shall  be  assigned 
to  the  utilization  at  which  classified  at 
the  pool  plant  or  other  order  plant  and 
transfers  from  such  nonpool  plant  to 
a  pool  plant  or  an  other  order  plant  shall 
be  classified  as  Class  II  milk  if  allocated 
to  such  class  at  the  pool  plant  or  other 
order  plant  and  be  valued  at  the  weighted 
average  price  of  the  respective  order  if 
so  allocated  to  Class  I  milk.  There  shall 
be  included  in  the  obligation  so  com¬ 


puted  a  charge  in  the  amount  specified 
in  §  1103.70(e)  and  a  credit  in  the 
amount  specified  in  §  1103.97(b)  (2)  with 
respect  to  receipts  from  an  unregulated 
supply  plant,  unless  an  obligation  with 
respect  to  such  plant  is  computed  as 
specified  below  in  this  subparagraph. 

(ii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
and  provides  with  his  reports  pursuant  to 
§§  1103.30(b)  and  1103.31(c)  similar  re¬ 
ports  with  respect  to  the  operations  of 
any  other  nonpool  plant  which  serves  as 
a  supply  plant  for  such  partially  regu¬ 
lated  distributing  plant  by  shipments  to 
such  plant  during  the  month  equivalent 
to  the  requirements  of  §  1103.11(b),  with 
agreement  of  the  operator  of  such  plant 
that  the  market  administrator  may  ex¬ 
amine  the  books  and  records  of  such 
plant  for  purposes  of  verification  of  such 
reports,  there  will  be  added  the  amount 
of  the  obligation  computed  at  such  non¬ 
pool  supply  plant  in  the  same  manner 
and  subject  to  the  same  conditions  as 
for  the  partially  regulated  distributing 
plant. 

(2)  From  this  obligation  there  will  be 
deducted  the  sum  of  (i)  the  gross  pay¬ 
ments  made  by  such  handler  for  Grade  A 
milk  received  during  the  month  from 
dairy  farmers  at  such  plant  and  like  pay¬ 
ments  made  by  the  operator  of  a  supply 
plant(s)  included  in  the  computations 
pursuant  to  subparagraph  (1)  of  this 
paragraph,  and  (ii)  any  payments  to 
the  producer-settlement  fund  of  another 
order  under  which  such  plant  is  also  a 
partially  regulated  distributing  plant. 

(b)  An  amount  computed  as  follows: 

(1)  Determine  the  respective  amounts 
of  skim  milk  and  butterfat  disposed  of  as 
Class  I  milk  route  dispositions  in  the 
marketing  area; 

(2)  Deduct  the  respective  amounts  of 
skim  milk  and  butterfat  received  as  Class 
I  milk  at  the  partially  regulated  distrib¬ 
uting  plant  from  pool  plants  and  other 
order  plants  except  that  deducted  under 
a  similar  provision  of  another  order  is¬ 
sued  pursuant  to  the  Act; 

(3)  Combine  the  amounts  of  skim  milk 
and  butterfat  remaining  into  one  total 
and  determine  the  weighted  average  but¬ 
terfat  content;  and 

(4)  From  the  value  of  such  milk  at 
the  Class  I  price  applicable  at  the  loca¬ 
tion  of  the  nonpool  plant,  subtract  its 
value  at  the  weighted  average  price  ap¬ 
plicable  at  such  location  (not  to  be  less 
than  the  Class  II  price) . 

Determination  of  Prices  to  Producers 

§  1103.70  Compulation  of  the  net  pool 
obligation  of  each  pool  handler. 

For  each  month  the  market  adminis¬ 
trator  shall  compute  the  obligation  of 
each  handler  operating  a  pool  plant (s) 
and  cooperative  association  acting  as  a 
handler  pursuant  to  S  1103.13  (c)  or  (d) 
by  making  the  computations  provided  in 
paragraphs  (a)  through  (e)  of  this  sec¬ 
tion  and  adding  together  the  resulting 
totals: 

(a)  Multiply  the  quantity  of  producer 
milk  in  each  class,  as  computed  pursuant 
to  §  1103.46(c),  by  the  applicable  class 
prices  (adjusted  pursuant  to  §§  1103.52 
and  1103.53) ; 

(b)  Add  the  amount  obtained  from 
multiplying  the  pounds  of  overage  de- 
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ducted  from  each  class  pursuant  to 
§  1103.46(a)  (10)  and  the  corresponding 
step  of  S  1103.46(b)  by  the  applicable 
class  prices; 

(c)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  II  price  for  the  preceding  month 
and  the  Class  I  price  for  the  current 
month  by  the  hundredweight  of  skim 
milk  and  butterfat  subtracted  from 
Class  I  pursuant  to  §  1103.46(a)  (5)  and 
the  corresponding  step  of  §  1103.46(b) ; 

(d)  Add  an  amount  equal  to  the  dif¬ 
ference  between  the  value  at  the  Class 
I  price  applicable  at  the  pool  plant  and 
the  value  at  the  Class  n  price,  with  re¬ 
spect  to  skim  milk  and  butterfat  in  other 
source  milk  subtracted  from  Class  I 
pursuant  to  §  1103.46(a)  (3)  and  the  cor¬ 
responding  step  of  8  1103.46(b) ;  and 

(e)  Add  an  amount  equal  to  the  value 
at  the  Class  I  price,  adjusted  for  location 
of  the  nearest  nonpool  plant(s)  from 
which  an  equivalent  volume  was  received, 
with  respect  to  skim  milk  and  butter¬ 
fat  subtracted  from  Class  I  pursuant  to 
S  1103.46(a)  (7)  and  the  corresponding 
step  of  S  1103.46(b). 

§  1103.71  Computation  of  the  weighted 
average  price  and  uniform  price. 

For  each  month  the  market  adminis¬ 
trator  shall  compute  the  weighted  aver¬ 
age  price  per  hundredweight  for  milk  of 
3.5  percent  butterfat  content  as  follows: 

(a)  Combine  into  one  total  the  values 
computed  pursuant  to  S  1103.70  for  all 
handlers  specified  In  S  1103.13  (a),  (c), 
and  (d)  who  filed  reports  prescribed  by 

,  S  1103.30,  and  who  made  payments  pur¬ 
suant  to  S  1103.90  and  §  1103.97  for  the 
preceding  month ; 

(b)  Subtract,  if  the  average  butterfat 
content  of  the  milk  included  under  para¬ 
graph  (e)  of  this  section  is  greater  than 
3.5  percent,  or  add,  if  such  average 
butterfat  content  is  less  than  3.5  percent, 
an  amount  computed  as  follows:  Multi¬ 
ply  the  variation  in  the  average  butter¬ 
fat  content  of  such  milk  from  3.5  percent 
by  the  butterfat  differential  computed 
pursuant  to  S  1103.91,  and  multiply  the 
result  by  the  total  hundredweight  of 
such  milk; 

(c)  Add  an  amount  equal  to  the  sum 
of  the  deductions  to  be  made  for  loca¬ 
tion  differentials  pursuant  to  $  1103.92; 

(d)  Add  not  less  than  one-half  of  the 
unobligated  balance  on  hand  in  the  pro¬ 
ducer-settlement  fund; 

(e)  Divide  the  resulting  amount  by 
the  sum  of  the  following  for  all  handlers 
Included  in  these  computations; 

(1)  The  total  hundredweight  of  pro¬ 
ducer  milk,  and 

(2)  The  total  hundredweight  for  which 
a  value  is  computed  pursuant  to  5 1103.70 
<e) ;  and 

(f)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents. 

The  result  shall  be  the  "weighted  average 
price”,  and,  except  for  the  months  of 
March  through  July,  shall  be  the  “uni¬ 
form  price”  for  milk  received  from 
producers. 

§  1103.72  Computation  of  uniform 
prices  for  base  milk  and  for  excess 
milk. 

^  For  each  of  the  months  of  March 
through  July,  the  market  administrator 


shall  compute  the  uniform  prices  per 
hundredweight  for  base  milk  and  for 
excess  milk,  each  of  3.5  percent  butterfat 
content,  as  follows: 

(a)  Excess  milk  price.  (1)  Assign  the 
total  hundredweight  of  excess  milk,  re¬ 
ceived  by  all  pool  handlers  whose  receipts 
are  included  in  the  computation  pursuant 
to  §  1103.71  to  producer  milk  in  each  class 
in  series  beginning  with  Class  II; 

(2)  Multiply  the  pounds  of  excess  milk 
assigned  to  each  class  pursuant  to  sub- 
paragraph  (1)  of  this  paragraph  by  the 
apphcable  class  price  and  add  the  result¬ 
ing  totals; 

(3)  Add  the  amount  of  any  adjustment 
apphcable  pursuant  to  the  proviso  of 
subparagraph  (b)  (2)  of  this  section;  and 

(4)  Divide  the  resulting  total  by  the 
hundredweight  of  excess  milk  and  round 
to  the  nearest  cent.  The  result  shall  be 
the  “uniform  price  for  excess  milk”;  and 

(b)  Base  milk  price.  (1)  From  the  ag¬ 
gregate  value  of  all  milk  obtained  in 
S  1103.71  (a)  through  (d)  subtract  the 
following: 

(1)  An  amount  computed  by  multi¬ 
plying  the  hundredweight  of  milk 
specified  in  §  1103.71(e)  (2)  by  the 
weighted  average  price;  and 

(ii)  An  amount  computed  by  multiply¬ 
ing  the  hundredweight  of  exoess  milk 
determined  pursuant  to  paragraph  (a) 
of  this  section  by  the  uniform  price  for 
excess  milk; 

(2)  Divide  the  result  by  the  total  hun¬ 
dredweight  of  base  milk  received  by  all 
pool  handlers  whose  receipts  are  in¬ 
cluded  in  the  computation  pursuant  to 
8  1103.71:  Provided,  That  if  the  resulting 
price  should  exceed  the  Class  I  price 
by  more  than  the  amount  deducted  pur¬ 
suant  to  subparagraph  (3)  of  this  para¬ 
graph  the  aggregate  amount  in  excess 
thereof  shall  be  included  in  the  com¬ 
putation  of  the  excess  price  pursuant 
to  paragraph  (a)  of  this  section,  except 
that  if  by' such  addition  the  excess  price 
should  exceed  the  base  price  then  the 
aggregate  amount  of  the  excess  shall  be 
prorated  to  the  aggregate  values  of  base 
milk  and  excess  milk  on  the  basis  of  the 
respective  volumes  of  base  and  excess 
milk;  and 

(3)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents.  The  resulting  figure 
shall  be  the  “uniform  price  for  base 
milk”. 

Base  Rating 

§  1103.80  Determination  of  daily  base. 

The  daily  base  of  each  producer  shall 
be  calculated  by  the  market  administra¬ 
tor  as  follows:  Divide  the  total  pounds 
of  milk  received  by  all  pool  plants  from 
such  producer  during  the  months  of 
September  through  January  by  the 
larger  of: 

(a)  120  days;  or 

(b)  The  number  of  days  beginning 
with  the  first  day  in  such  months  on 
which  milk  is  received  from  such  pro¬ 
ducer  and  ending  with  January  31  (plus 
the  number  of  days  prior  to  the  day  of 
such  first  receipts  on  which  such  milk 
was  produced,  and  minus  the  number  of 
days  in  January  on  which  milk  received 
from  such  producer  in  February  was 
produced) . 


§1103.81  Computation  of  base. 

The  base  of  each  producer  to  be 
applied  during  the  months  of  March 
through  July  shall  be  a  quantity  of  milk 
calculated  by  the  market  administrator 
in  the  following  manner:  Multiply  the 
daily  base  of  such  producer  by  the  num¬ 
ber  of  days  production  delivered  by  such 
producer  to  handlers  during  the  month. 

§  1 103.82  Base  rules. 

The  following  rules  shall  apply  in  con¬ 
nection  with  the  establishment  of  bases: 

(a)  A  base  shall  be  assigned  to  the 
producer  for  whose  account  milk  is  re¬ 
ceived  at  a  pool  plant  during  the  months 
of  September  through  January  and  to 
each  person  for  whose  account  milk  was 
delivered  to  a  plant  that  did  not  qualify 
as  a  pool  plant  during  each  month  of  the 
base-forming  period,  but  which  qualifies 
as  a  pool  plant  during  any  of  the  months 
of  March  through  July,  bases  shall  be 
assigned  on  deliveries  at  such  plant  in  the 
same  manner  as  if  such  plant  had  been 
a  pool  plant  during  each  month  of  the 
base-forming  period;  and 

(b)  An  entire  base  shall  be  transferred 
by  the  market  administrator  to  another 
person  upon  receipt  of  an  application 
form,  approved  by  the  market  adminis¬ 
trator,  and  signed  by  the  base-holder  (s), 
or  his  heirs,  and  by  the  person  to  whom 
such  base  is  transferred  subject  to  the 
following  conditions: 

(1)  If  a  base  is  transferred  to  a  pro¬ 
ducer  already  holding  a  base,  a  new  bak 
shall  be  computed  by  adding  together 
the  producer  milk  deliveries  of  the  trans¬ 
feree  and  the  transferor  during  the  base¬ 
forming  period  and  dividing  the  total  by 
the  larger  of: 

(i)  120  days;  or 

(ii)  The  number  of  days  beginning 
with  the  first  day  on  which  milk  is  re¬ 
ceived  from  either  the  transferee  or 
transferor  during  the  base-forming 
period  and  ending  with  January  31 
(plus  the  number  of  days  prior  to  the  day 
of  such  first  receipt  on  which  such  milk 
was  produced,  and  minus  the  number  of 
days  in  January  on  which  milk  received 
from  such  producer  in  February  was 
produced) . 

§  1103.83  Announcement  of  established 
bases. 

On  or  before  March  1  of  each  year,  the 
market  administrator  shall  notify  each 
producer  and  the  handler  receiving  milk 
from  such  producer  of  the  dally  base 
established  by  such  producer. 

Payments 

§  1103.90  Time  and  method  of  pay¬ 
ment. 

Each  handler  shall  make  payment  as 
follows: 

(a)  On  or  before  the  15th  day  after 
the  end  of  each  month  during  which  the 
milk  was  received,  to  each  producer  for 
whom  payment  is  not  made  pursuant  to 
paragraph  (c)  of  this  section,  at  not  less 
than  the  applicable  uniform  price  (s) 
pursuant  to  8  1103.71  or  §  1103.72  ad¬ 
justed  by  the  producer  butterfat  differ¬ 
ential  computed  pursuant  to  §  1103.91, 
subject  to  the  location  adjustment  to 
producers  pursuant  to  8  1103.92,  and  less 
the  following  amounts; 
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(1)  The  payments  made  pursuant  to 
paragraph  (b)  of  this  section: 

(2)  Marketing  service  deductions  pur¬ 
suant  to  $  1103.94;  and 

(3)  Any  proper  deductions  authorized 
in  writing  by  the  producer:  Provided, 
That  if  by  such  date  such  handler  has 
not  received  full  payment  for  such  month 
pursuant  to  §  1103.98  he  may  reduce  his 
total  payment  to  all  producers  uniformly 
by  not  more  than  the  amount  of  reduc¬ 
tion  in  payment  from  the  market  ad¬ 
ministrator;  the  handler  shall,  however, 
complete  such  payments  not  later  than 
the  date  for  making  such  payments  pur¬ 
suant  to  this  paragraph  next  following 
receipt  of  the  balance  from  the  market 
administrator; 

(b)  On  or  before  the  last  day  of  each 
month  to  each  producer  (1)  for  whom 
payment  is  not  received  from  the  handler 
by  a  cooperative  association  pursuant  to 
paragraph  (c)  of  this  section,  and  (2) 
who  had  not  discontinued  shipping  milk 
to  such  handler  before  the  18th  day  of 
the  month,  an  advance  payment  with  re¬ 
spect  to  milk  received  from  such  pro¬ 
ducer  during  the  first  15  days  of  the 
month  at  not  less  than  the  Class  n  price 
for  3.5  percent  milk  for  the  preceding 
month; 

(c)  To  a  cooperative  association  which 
has  filed  request  for  such  payment  with 
such  handler  and  with  respect  to  pro¬ 
ducers  for  whose  milk  the  market  ad¬ 
ministrator  determines  such  cooperative 
association  is  authorized  to  collect  pay¬ 
ment  as  follows : 

(1)  On  or  before  the  26th  day  of  the 
month,  an  amount  equal  to  not  less  than 
the  sum  of  the  individual  payments 
otherwise  payable  to  producers  pursuant 
to  paragraph  (b)  of  this  section;  and 

(2)  On  or  before  the  13th  day  after 
the  end  of  each  month  an  amount  equal 
to  not  less  than  the  sum  of  the  individual 
payments  otherwise  payable  to  producers 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion,  less  proper  deductions  authorized 
in  writing  by  such  cooperative  associa¬ 
tion; 

(d)  In  making  payments  to  producers 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion,  each  handler  shall  furnish  each 
producer  with  a  supporting  statement,  in 
such  form  that  it  may  be  retained  by  the 
producer  which  shall  show: 

(1)  The  month  and  the  identity  of  the 
handler  and  of  the  producer; 

(2)  The  pounds  per  shipment,  the 
date,  the  total  pounds,  and  the  average 
butte rfat  test  of  milk  delivered  by  the 
producer; 

<3)  The  minimum  rate  or  rates  at 
which  payment  to  such  producer  is  re¬ 
quired  pursuant  to  this  part; 

(4)  The  rate  which  is  used  in  making 
the  payment  if  such  rate  is  other  than 
the  applicable  minimum  rate; 

<5)  The  amount  or  the  rate  per  hun¬ 
dredweight  of  each  deduction  claimed 
by  the  handler,  including  any  deduction 
claimed  under  paragraph  (b)  of  this 
section  and  §  1103.94,  together  with  a  de¬ 
scription  of  the  respective  deduction; 
and 

<6)  The  net  amount  of  payment  to  the 
Producer;  or 
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(e)  To  a  cooperative  association  for 
milk  received  from  such  association  in  its 
capacity  as  a  handler  as  follows: 

(1)  On  or  before  the  26th  day  of  each 
month  an  amount  equal  to  not  less  than 
the  Class  II  price  for  3.5  percent  milk  for 
the  preceding  month  multiplied  by  the 
hundredweight  of  milk  received  from 
such  association  during  the  first  15  days 
of  the  current  month;  and 

(2)  On  or  before  the  13th  day  sifter 
the  end  of  each  month  an  amount  equal 
to  not  less  than  the  utilization  value  of 
such  milk  computed  at  the  applicable 
class  prices  less  amounts  paid  pursuant 
to  subparagraph  (1)  of  this  paragraph. 

§  1103.91  Producer  butlerfat  differen¬ 
tial. 

In  making  payments  pursuant  to 
S  1103.90,  the  uniform  prlce(s)  shall  be 
increased  or  decreased  for  each  one- 
tenth  of  one  percent  that  the  butterfat 
content  in  milk  received  from  each  pro¬ 
ducer  is  above  or  below  3.5  percent,  as  the 
case  may  be,  by  a  butterfat  differential 
equal  to  the  average  of  the  butterfat 
differentials  pursuant  to  §  1103.52 
weighted  by  the  pounds  of  butterfat  in 
producer  milk  in  each  class,  rounded  to 
the  nearest  one-tenth  cent. 

§  1103.92  Location  differential  to  pro¬ 
ducers  and  on  nonpool  milk. 

(a)  In  making  payment  to  producers 
pursuant  to  §  1103.90,  the  uniform  price 
pursuant  to  §  1103.71  and  the  uniform 
price  for  base  milk  pursuant  to  §  1103.72 
to  be  paid  for  milk  received  at  a  pool 
plant  shall  be  reduced  according  to  the 
location  of  the  pool  plant  at  the  rates  set 
forth  in  $  1103.53;  and 

(b)  For  purposes  of  computations  pur¬ 
suant  to  §§  1103.97  and  1103.98  the 
weighted  average  price  shall  be  adjusted 
at  the  rates  set  forth  in  §  1103.53  appli¬ 
cable  at  the  location  of  the  nonpool  plant 
from  which  the  milk  was  received. 

§  1103.93  Adjustment  of  accounts. 

Whenever  audit  by  the  market  ad¬ 
ministrator  of  any  handler’s  reports, 
books,  records,  or  accounts,  or  verifica¬ 
tion  of  weights  and  butterfat  tests  of 
milk  or  milk  products  discloses  errors  re¬ 
sulting  in  money  due  (a)  the  market 
administrator  from  such  handler,  (b) 
such  handler  from  the  market  adminis¬ 
trator,  or  (c)  any  producer  or  coopera¬ 
tive  association  from  such  handler,  the 
market  administrator  shall  promptly 
notify  such  handler  of  any  amount  so 
due  and  payment  thereof  shall  be  made 
on  or  before  the  next  date  for  making 
payments  set  forth  under  which  such 
error  occurred. 

§  1 103.94  Marketing  services. 

(a)  Except  as  set  forth  in  paragraph 
(b)  of  this  section,  each  handler  in  mak¬ 
ing  payments  to  producers  for  milk 
(other  than  milk  of  his  own  production) 
pursuant  to  §  1103.90(a),  shall  deduct  7 
cents  per  hundredweight  or  such  lesser 
amount  as  the  Secretary  may  prescribe 
with  respect  to  all  milk  received  by  such 
handler  from  producers  during  the 
month,  and  shall  pay  such  deductions  to 
to  the  market  administrator  on  or  before 


the  15th  day  after  the  end  of  such  month. 
Such  moneys  shall  be  used  by  the  market 
administrator  to  provide  market  infor¬ 
mation  and  to  check  the  accuracy  of  the 
testing  and  weighing  of  the  milk  for  pro¬ 
ducers  who  are  not  receiving  such  serv¬ 
ices  from  a  cooperative  association. 
Such  services  shall  be  performed  in  whole 
or  in  part  by  the  market  administrator 
or  by  an  agent  engaged  by  and  responsi¬ 
ble  to  him;  and 

(b)  In  the  case  of  producers  who  are 
members  of  a  cooperative  association 
which  the  Secretary  has  determined  is 
actually  performing  the  services  set  forth 
in  paragraph  (a)  of  this  section,  each 
handler  shall  make,  in  lieu  of  the  deduc¬ 
tion  specified  in  paragraph  (a)  of  this 
section,  such  deductions  from  the  pay¬ 
ments  to  be  made  to  such  producers  as 
may  be  authorized  by  the  membership 
agreement  or  marketing  contract  be¬ 
tween  such  cooperative  association  and 
such  producers  on  or  before  the  15  th  day 
after  the  end  of  each  month,  and  pay 
such  deductions  to  such  cooperative 
association. 

§  1103.95  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense 
of  administration  of  the  order,  each  han¬ 
dler,  excluding  a  cooperative  association 
in  its  capacity  as  a  handler  pursuant  to 
5  1103.13(d),  shall  pay  to  the  market 
administrator  on  or  before  the  15th  day 
after  the  end  of  the  month  5  cents  per 
hundredweight  or  such  lesser  amount 
as  the  Secretary  may  prescribe,  with 
respect  to  (a)  producer  milk  (including 
such  handler’s  own  production);  (b) 
other  source  milk  allocated  to  Class  I 
pursuant  to  §  1103.46(a)  (3)  and  (7) 
and  the  corresponding  steps  of  §  1103.46 
(b) ;  (c)  Class  I  milk  disposed  of  from 
a  partially  regulated  distributing  plant 
as  route  dispositions  in  the  marketing 
area  that  exceeds  Class  I  milk  received 
during  the  month  at  such  plant  from 
pool  plants  and  other  order  plants;  and 
(d)  milk  received  from  a  cooperative 
association  in  its  capacity  as  a  handler 
pursuant  to  §  1103.13(d). 

§  1103.96  Producer-settlement  fund. 

The  market  administrator  shall  es¬ 
tablish  and  maintain  a  separate  fund 
known  as  the  “producer-settlement 
fund”  into  which  he  shall  deposit  all 
applicable  payments  made  by  handlers 
pursuant  to  §§  1103.62,  1103.93(a)  and 
1103.97,  and  out  of  which  he  shall  make 
all  applicable  payments  pursuant  to 
55  1103.93(b)  and  1103.98:  Provided , 
That  any  payments  due  to  any  handler 
shall  be  offset  by  any  payments  due  from 
such  handler. 

§  1103.97  Payments  to  the  producer- 
settlement  fund. 

On  or  before  the  12th  day  after  the 
end  of  the  month  each  handler  shall  pay 
to  the  market  administrator  the  amount, 
if  any,  by  which  the  total  amounts  spec¬ 
ified  in  paragraph  (a)  of  this  section 
exceed  the  amounts  specified  in  para¬ 
graph  (b)  of  this  section: 

(a)  The  total  of  the  net  pool  obligation 
computed  pursuant  to  5  1103.70  for  such 
handler; 
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(b)  The  sum  of: 

(1)  The  value  of  such  handler’s  pro¬ 
ducer  milk  at  the  applicable  uniform 
prices  specified  in  §  1103.90;  and 

(2)  The  value  at  the  weighted  average 
price  (s)  applicable  at  the  location  of 
the  plant(s),  from  which  received  (not 
to  be  less  than  the  value  at  the  Class  II 
price)  with  respect  to  other  source  milk 
for  which  a  value  is  computed  pursuant 
to  8  1103.70(e). 

§  1103.98  Payments  out  of  the  pro¬ 
ducer-settlement  fund. 

On  or  before  the  13th  day  after  the 
end  of  each  month  the  market  adminis¬ 
trator  shall  pay  to  each  handler  the 
amount,  if  any,  by  which  the  amount 
computed  pursuant  to  §  1103.97(b)  ex¬ 
ceeds  the  amount  computed  pursuant  to 
8  1103.97(a).  If,  at  such  time,  the  bal¬ 
ance  in  the  producer-settlement  fund  is 
insufficient  to  make  all  payments  pur¬ 
suant  to  this  section,  the  market  admin¬ 
istrator  shall  reduce  uniformly  such 
payments  and  shall  compute  such  pay¬ 
ments  as  soon  as  the  appropriate  funds 
are  available. 

§  1103.99  Overdue  accounts. 

Any  unpaid  obligation  of  a  han¬ 
dler  pursuant  to  88  1103.62,  1103.93(a), 
1103.94(a),  1103.95  or  1103.97  shall  be 
Increased  one-half  of  1  percent  each 
month  or  fraction  thereof  starting  the 
third  day  after  the  date  such  obligation 
is  due  until  such  obligation  is  paid.  Any 
remittance  received  by  the  market  ad¬ 
ministrator  postmarked  not  later  than 
the  date  such  obligation  is  due  shall  be 
considered  to  have  been  received  when 
due. 

§  1103.100  Termination  of  obligations. 

The  provisions  of  this  section  shall 
apply  to  any  obligation  under  this  part 
for  the  payment  of  money: 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  under  the 
terms  of  this  part  shall,  except  as  pro¬ 
vided  in  paragraphs  (b)  and  (c)  of  this 
section,  terminate  two  years  after  the 
last  day  of  the  calendar  month  during 
which  the  market  administrator  receives 
the  handler’s  utilization  report  on  the 
milk  involved  in  such  obligation,  unless 
within  such  two-year  period  the  market 
administrator  notifies  the  handler  in 
writing  that  such  money  is  due  and  pay¬ 
able.  Service  of  such  notice  shall  be 
complete  upon  mailing  to  the  handler’s 
last  known  address,  and  it  shall  con¬ 
tain  but  need  not  be  limited  to,  the  fol¬ 
lowing  information: 

(1)  The  amount  of  the  obligation; 

(2)  The  month(s)  during  which  the 
milk,  with  respect  to  which  the  obliga¬ 


tion  exists,  was  received  or  handled ;  and 
(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  an  association 
of  producers,  the  name  of  such  produc¬ 
er^)  or  association  of  such  producers, 
or  if  the  obligation  is  payable  to  the  mar¬ 
ket  administrator,  the  account  for  which 
it  is  to  be  paid; 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this  part, 
to  make  available  to  the  market  admin¬ 
istrator  or  his  representatives  all  books 
and  records  required  by  this  part  to  be 
made  available,  the  market  administra¬ 
tor  may,  within  the  2-year  period  pro¬ 
vided  for  in  paragraph  (a)  of  this  sec¬ 
tion,  notify  the  handler  in  writing  of  such 
failure  or  refusal.  If  the  market  admin¬ 
istrator  so  notifies  a  handler,  the  said 
2-year  period  with  respect  to  such  obliga¬ 
tion  shall  not  begin  to  nm  until  the  first 
day  of  the  calendar  month  following  the 
month  during  which  all  such  books  and 
records  pertaining  to  such  obligation  are 
made  available  to  the  market  adminis¬ 
trator  or  his  representatives; 

(c)  Notwithstanding  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section, 
a  handler’s  obligation  under  this  part  to 
pay  money  shall  not  be  terminated  with 
respect  to  any  transaction  involving 
fraud  or  willful  concealment  of  a  fact, 
material  to  the  obligation,  on  the  part  of 
the  handler  against  whom  the  obligation 
is  sought  to  be  imposed;  and 

(d)  Any  obligation  on  the  part  of  the 
market  administrator  to  pay  a  handler 
any  money  which  such  handler  claims  to 
be  due  him  under  the  terms  of  this  part 
shall  terminate  2  years  after  the  end  of 
the  calendar  month  during  which  the 
milk  involved  in  the  claim  was  received 
if  an  under  payment  is  claimed,  or  2 
years  after  the  end  of  the  calendar 
month  during  which  the  payment  (in¬ 
cluding  deduction  or  set-off  by  the  mar¬ 
ket  administrator)  was  made  by  the 
handler  if  a  refund  on  such  payment  is 
claimed,  unless  such  handler,  within  the 
applicable  period  of  time  files,  pursuant 
to  section  8c(15)  (A)  of  the  Act,  a  peti¬ 
tion  claiming  such  money. 

Miscellaneous  Provisions 
§  1103.105  Effective  time. 

The  provisions  of  this  part  or  any 
amendment  to  this  part  shall  become  ef¬ 
fective  at  such  time  as  the  Secretary 
may  declare  and  shall  continue  in  force 
until  suspended  or  terminated  pursuant 
to  8  1103.106. 

§  1103.106  Suspension  or  termination. 

The  Secretary  may  suspend  or  termi¬ 
nate  this  part  or  any  provision  of  this 
part  whenever  he  finds  that  it  obstructs 


or  does  not  tend  to  effectuate  the  de- 
dared  policy  of  the  Act.  This  part  Shan 
terminate,  in  any  event,  whenever  the 
provisions  of  the  Act  authorizing  it  cease 
to  be  in  effect. 

§  1103.107  Continuing  obligations. 

If,  upon  the  suspension  or  termingfkm 
of  any  or  all  provisions  of  this  part,  them 
are  any  obligations  thereunder,  the  final 
accrual  or  ascertainment  of  which  re¬ 
quires  further  acts  by  any  person  (in- 
eluding  the  market  administrator),  such 
further  acts  shall  be  performed  not¬ 
withstanding  such  suspension  or  termi¬ 
nation. 

§  1103.108  Liquidation. 

Upon  the  suspension  or  termination 
of  the  provisions  of  this  part,  except  this 
section,  the  market  administrator,  or 
such  liquidating  agent  as  the  Secretary 
may  designate,  shall,  if  so  directed  by 
the  Secretary,  liquidate  the  business  of 
the  market  administrator’s  office,  dis¬ 
pose  of  all  property  in  his  possession  ox 
control,  including  accounts  receivable; 
and  execute  and  deliver  all  assignments 
or  other  instruments  necessary  or  appro¬ 
priate  to  effectuate  any  such  disposition 
If  a  liquidating  agent  is  so  designated, 
all  assets,  books,  and  records  of  the 
market  administrator  shall  be  trans¬ 
ferred  promptly  to  such  liquidating 
agent.  If,  upon  such  liquidation,  the 
funds  on  hand  exceed  the  amounts  re¬ 
quired  to  pay  outstanding  obligations  of 
the  office  of  the  market  administrator 
and  to  pay  necessary  expenses  of  liqui¬ 
dating  and  distribution,  such  excess 
shall  be  distributed  to  contributing  han¬ 
dlers  and  producers  in  an  equitable 
manner. 

§  1103.109  Agents. 

The  Secretary  may,  by  designation  in 
writing,  name  any  officer  or  employes 
of  the  United  States  to  act  as  his  agent 
or  representative  in  connection  with  any 
of  the  provisions  of  this  part. 

§1103.110  Separability  of  provisions. 

If  any  provision  of  this  part,  or  its 
application  to  any  persons  or  circum¬ 
stances,  is  held  invalid,  the  application 
of  such  provision,  and  of  the  remaining 
provisions  of  this  part  to  other  persons 
or  circumstances  shall  not  be  affected 
thereby. 

Signed  at  Washington,  D.C.,  on  Feb¬ 
ruary  10,  1965. 

Clarence  H.  Girard, 

Deputy  Administrator. 

[PJa.  Doc.  65-1589;  Piled.  Feb.  12,  1W»; 
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